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The world today demonstrates the hopelessness of any attempt to 
put political and economic affairs into separate watertight compart- 
ments. Wherever you look you see political problems entangled with 
economic problems. And any analytical survey reveals how greatly a 
nation’s political activities and decisions influence its economy, or how 
its economy and economic health influence its political outlook and de- 
cisions. This issue of World Report provides a number of striking ex- 
amples in dispatches from our staff correspondents in Moscow, London, 
Berlin, Tokyo, Athens and other world capitals. 

7 * . 

Russia’s economic problems generate her demands for heavy repara- 
tions from Germany and Austria and a share in the rich industrial 
Ruhr. Failure to reach agreements on these questions is a basic cause 
of the inability of the Conference of Foreign Ministers to make head- 
way in writing the German and Austrian peace treaties. Youll get a 
report and analysis of developments in Moscow on page 8. 

7” + © 

Britain’s economic problems are surveyed in a dispatch from London 
(page 10), which reports and analyzes the serious fiscal situation con- 
fronting Great Britain on the eve of the Chancellor of the Exchequer’s 
presentation of the budget to Parliament. It tells—in cold figures—why 
Great Britain is retreating from many of her outposts of Empire, why 
she has made some of the political decisions that have had such an 
impact on the United States, Germany, India, Russia, Greece. 

. + ind 

Japan’s economic problems, accentuated by the Government’s slow- 
ness in taking remedial action despite General of the Army MacArth- 
ur’s prodding, now have brought the Japanese and the Allied occupa- 
tion authorities to the point where they must make major decisions. 
Our dispatch from Tokyo (page 18) gives you a report on what has 
happened, analyzes the forthcoming elections, and points to what must 
be done to enable a democratic Japan to stand alone. 

* 7 +. 

Sweden’s economic problems, piling up now after a prosperous peri- 
od before and during the war, are forcing the Swedes to restrict im- 
ports, launch a drive to increase production, expand exports. What that 
means to the Swedes and the exporters in the U. S. and other countries, 
is told in a dispatch on page 20. 

* o ec 

Other interesting dispatches and reports: What conditions will vaca- 
tionists and tourists find in Europe? (See page 14). What will the 
British do to help the U.S. in Greece? (See page 7). And full texts of 
the Potsdam, Yalta and Tehran agreements (page 31). 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of April 8, 1947 
Volume 2, No. 14 


There is one sign after another that Russia has her troubles at home. Food 
is lacking just now and spring sowing of wheat gets the strongest emphasis. 
Strain is less apparent in industry, but the pinch in diets is clear in large 
areas. On Russia's Western frontiers: 

Romania, her corn crop killed by drought, is suffering severe shortages. 

Poland, due to the worst winter in 10 years, lacks potatoes and grain. 

Among Russia's other satellites: 

Yugoslavia suddenly is finding she hasn't enough to eat, despite UNRRA. 

Albania is borrowing from Yugoslavia, but still is short on bread. 

Those are factors that are beginning to influence external policy, to sug- 
gest caution and, eventually, probably to dictate a “breathing spell" in aggres- 
Sive tactics so boldly displayed by Russia since the end of World War II. 











In the bargaining now in Moscow over Austria and Germany: 

A treaty for Austria is better than a 60-40 prospect. Russia, however, 
won't like to see the right-wing regime in Austria succeed. There'll be heckling. 

A treaty for Germany may have to wait for another year. 

There'll be a lot of talk, some broad statements that sound good, and delay 
and essentials unless Joseph Stalin decides he may not get another chance soon to 
do business in Moscow with U.S. Secretary Marshall. Thus far, Marshall's atti- 
tude has been that it's up to Stalin. Marshall is not at all awed by Stalin. 








Stalin's ironic maneuver, his idea of offering to supply food, isn't going 
down at all well in Britain. What started as a move to embarrass Ernest Bevin, 
to discredit a Labor Government, is likely to be a boomerang. The British resent it. 

Britain is showing grit and determination, a will to get out of a hole. 

Overseas sympathy sounds a bit overdone, is grating to British nerves. 

Official publicity finally is being used, is bluntly asking for more work. 

Union leaders aren't convinced, but appeals now go over their heads. 

Shake-up in planning is just a starting point. Stronger steps are ahead. 

In terms of personalities, an energetic manufacturer, a man with experience 
in mass production in wartime, Sir Edwin Plowden, is to get his chance to guide a 
planned recovery. His war job taught him that airplane builders must know first, 
what's expected of them. He'll follow through all along assembly lines. It's 
to be his show just now, with Bevin away and Herbert Morrison still ailing. 














Trouble signs in Asia are in danger of being overlooked. As for Japan: 
Japanese deceit is making U.S. occupation a burdensome task. 





(over) 
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WORLDGiKAM-- (Continued) 


Tough talking by MacArthur is intended to stop misuse of food. 
Yoshida Cabinet, weary and ineffective, may retire after an April election. 
Present situation in much of Japan is one of destitution. U.S. is counted 
upon to underwrite a subsistence diet, but MacArthur is insisting that Japanese 
politicians clean up their own errors of mismanagement. | 
Conditions in China continue in their uncertain, unsatisfactory state. Odds 
are that Chiang Kai-shek won't get far with a shake-up of his top executives. 
General Chang Chun, well liked by the U.S., is set to be Prime Minister. 
Sun Fo, son of the late Sun Yat-sen is to be kept in the inner councils. 
There is little prospect of independent Chinese politicians taking a large 
share of responsibility. Outwardly, they're not convinced Chiang’s limited 
moves toward reform will mean much. They're not sure that superficial changes 
will be enough to maintain Chiang's prestige. They would be certain to lose much 
of their freedom and opportunity to criticize from the outside. On the other 
hand, Chiang's conservative clique doesn't want to share power at a time when 
the U.S. is in a mood to stand up to Russia, to try to check communisn. 














Dutch troubles in the East Indies are changing form, not substance..... 

As far as the form of things is concerned: 

A native republic, which enjoys official recognition, is just a beginning. 

Political machinery has to be created to join a republic with a kingdom. 

Connecting link, as planned by 1949, is to be a United States of Indonesia. 

So far as matters of substance are concerned: 

Armed forces of both the Dutch and the natives are still mobilized. 

Guerrilla bands remain active in the interior, unwilling to make peace. 

Chinese smugglers are maintaining a large traffic with Singapore. 

Dutch restrictions on external commerce are being reshaped, but not ended. 

Return of plantations to private owners is to be a slow, difficult process. 

The point is a lack of mutual confidence. The Dutch find their readjustment 
a painful ordeal. They are used to keeping things orderly, exercising an over- 
all management and collecting a fee for the job. They are disappointed that the 
U.S. wouldn't support them in a strong line in Indonesia. They weren't prepared 
either to find U.S. ships intent on reopening the Indies trade. At the same 
time, native leaders are determined to be treated on a basis of equality, are 
pressing forward for a hand in trade policies, tax levies, investment plans, 
commodity plans. It's too soon to be Sure that the Dutch idea of terms really 
coincides with the native's understanding those terms. 


























| There's a lot of wishful thinking in India, but little respect for law and 
order. Lord Mountbatten, new British Viceroy, inherits a thankless task. 

A general strike in 1947 is the sort of big threat a famine was in 1946. 

Labor unrest is the aim now of Communists, who backed Britain in wartime. 

Rivalry between Hindus and Moslems shows no signs of quieting down. 

British strength is cut to 50,000 troops, is weakened by promises to leave. 

It is too much to expect that Lord Mountbatten's cordiality will win over 
Gandhi's Hindus or Jinnah's Moslems to a firm partnership. The best Britain can 
hope for is an uneasy truce, an agreement to postpone, rather than settle, a 
basic issue of whether India is to be partitioned or to be operated as a single 
nation. A working arrangement could be made only if the landowners backing 
Jinnah and the millowners backing Gandhi choose a compromise to avoid chaos. 
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U.S. POLICY IN MEDITERRANEAN 
HOLDS SEEDS OF LONG DEBATE 


Question of cost to keep issue alive 


in Congress, while other countries 


will watch American acts closely 


The day when U. S. dollars begin 
flowing to Greece and Turkey under 
President Truman's new program is to 
mark a pause, but not an end, in an 
American debate that takes in much 
more territory than the Eastern Mediter- 
ranean. 

Congressional approval of aid to 
Greece and Turkey is expected, but with 
strings attached. Favorable action on re- 
lief for Korea, with a similar purpose in 
view, also is predicted. Additional claim- 
ants may come along, however, to make 
the U.S. bill look very large at a time 
when Corgress is moving to reduce 
American taxes, balance the budget, and 
trim a few billions off the national debt. 

These questions of cost will persist, 
and will be complicated by questions 
arising from the actual administration of 
U.S. aid. The actions of American off- 
cials in Greece will be under continuous 
observation from Washington, London 
and Moscow, as well as in Athens. 
Grounds for debate, in consequence, are 
just beginning to appear. 

Already the debate has traveled from 

Washington to New York. There Warren 
R. Austin, U.S. Representative to the 
United Nations, has appeared before the 
U.N. Security Council to inform that 
body officially of American intentions 
abroad. 
@ The U.S. and the U.N. are in fact 
to be a team in Greece, Austin says. 
This is the way the partnership is to 
work: 

American dollars are to move in im- 
mediately in response to an emergency 
call from a people going down for the 
third time. There is economic paralysis 
at the center, and guerrilla warfare 
around the edges. Without help, the last 
hope that Greece can remain independ- 
ent would vanish. 

Although the United States already 


has given or loaned more than $400,000,- 
000 to Greece, the American Government 
is prepared to extend another $300,000,- 
000 or more. President Truman favors 
this, Austin said, in order to prevent the 
Greek situation from becoming a threat 
to peace and international security with 
which the U. N. would have to deal. 

After the emergency, the healing 
agencies of the U.N. are to come along 
to assist Greece in her long convales- 
cence. The International Bank can 
grant loans for reconstruction, perhaps 
along the lines already suggested by the 
Food and Agriculture Organization. Ulti- 
mately, it may no longer be necessary for 
the U.S. to continue direct aid. The 
idea is for the U. N.-to take over the 
responsibility as soon as the U.S. con- 
siders it feasible. 





~The Bettmann Archive 
GEORGE WASHINGTON adc- 
vised successors to “‘steer clear of _ 
manent alliances.” Would he today? 


In the meantime, the U.S. hopes that 
the U. N.’s Balkan Commission not only 
will press on with its investigations of 
Greeces border troubles, but also will 
establish a precedent for permanent ma- 
chinery through which the U. N. can po- 
lice the Balkans. 

Austin asks that the current investiga- 
tion be completed and discussed by the 
Security Council within the next few 
weeks. After that, he hopes to see a 
U.N. border patrol agreed upon and 
detailed to the boundaries between 
Greece, Albania, Yugoslavia and Bulgar- 
ia. Such a patrol, in Austin’s view, would 
help to stabilize things in Greece and 
thus assist the U.S. mission in its task. 

Whether the Austin speech terminates 
or revives the U.N. issue that has arisen 
in Congress, however, remains to be seen. 

The complaint was that President Tru- 
man had by-passed the U.N. in asking 
Congress to aid Greece and Turkey. It 
was contended that trouble in Greece 
and Turkey looked like a case for an 
international agency, rather than for one 
nation. It was said ‘that the U.S., as 
chief originator and sponsor of the U.N., 
was letting the new organization wither 
on the vine. 

On the contrary, the Austin speech 
says, there is a job for both the U.N. 
and the U.S. in Greece. The only differ- 
ence is that the emergency responsibility 
has to be assumed by the U. S., since the 
U.N. is in no position to take it on. 
Later on, it could be wholly a U.N. 
assignment. 

It is what the Austin address did not 
say, however, that is closer to the heart 
of the debate that has begun in Congress 
and that may start up in the U.N. The 
speech of the U.S. delegate stresses eco- 
nomic and financial aid, but ignores mili- 
tary assistance. There is emphasis on 
Greece, but only passing reference to 
Turkey. The menace of totalitarian ag- 
gression, prominent in Truman's appeal 
to Congress, does not appear in Austin’s 
remarks to his international colleagues. 

All these points—military assistance, 
aid for Turkey, and resistance to aggres- 
sion—figure heavily in Congressional de- 
bate and underlie the strained relations 
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EVOLUTION OF U. S. POLICY—THE ACTORS AND THE LINES 





:' -—~ Bettmann Archive —Underwood & Underwood 

JAMES MONROE: “...to extend WILLIAM McKINLEY: ™.. . con- 
their system to... this Hemisphere _ tinue its watchful care over the rights 
as dangerous to our peace and safety.” and property of American citizens.” 





THEODORE ROOSEVELT:"“There WOODROW WILSON: “The 


is a homely adage . . . ‘Speak softly | world must be made safe for democ- 
and carry a big stick; you will go far.” —_—racy, its peace [based on} liberty.” 
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F. D. ROOSEVELT: “The world HARRY TRUMAN: “The free 
order ... we seek is the co-operation peoples . . . look to us for sup- 
of free countries, working together.” — port in maintaining their freedoms.” 


6 © WORLD REPORT 















between the U.S. and Russia within the 
U.N. 

@ The U.S. in Greece, with American 
officials in actual operation, is to shift the 
focus of debate to more specific matters. 
Then, if the recommendations of Paul 
Porter, based on his trip to Athens as 
special envoy of President Truman, are 
followed, these would be the things to 
come under observation: 

Fiscal policies of the Athens Govern- 
ment are to be overhauled and adminis- 
tered under American supervision. This 
would involve treatment for a badly in- 
flated currency, a budget far from bal- 
ance, and a raging black market. U. S. 
officials, presumably, would have much 
to say about how taxes should be col- 


lected. and from whom, and how the 


Greek Government should spend _ its 
revenues. 

Imports and exports would come un- 
der the complete control of a special 
commission headed by an American. 
Emphasis would be on more exports. 
There also would be control over the 
volume and terms of her trade with other 
countries. 

Other powers in the hands of the 
American mission in Greece, if the Porter 
recommendations are followed, would be 
these: the authority to recommend more 
aid, or less, and to urge withdrawal of all 
aid if the Greeks failed to comply with 
U.S. conditions. In addition, the Ameri- 
can delegation would be expected to 
publish a quarterly report on its activities 
in Greece, for the information of the 
U.S. Congress, the Greeks, and an at- 
tentive world. 

@ The capitals of the world can be 
counted on to watch closely American 
moves in Greece. Events in Athens will 
provide fuel for debate not only in Wash- 
ington, but also in London and Moscow. 

London officially welcomes U.S. help 
for Greece and Turkey, but with unoff- 
cial reservations. Britain still has both 
economic and strategic interests in that 
part of the world. Treaties of mutual 
defense still tie England to both Greece 
and Turkey. British military and finan- 
cial missions plan to stay on at Athens. 
So there is the question, far from settled, 
of how the U.S. and Britain are to dove- 
tail their interests and activities in Athens. 

Moscow, which is the barely con- 
cealed target of the American move into 
Greece and Turkey, has yet to show its 
hand. First official display of annoyance 
with the U.S. move came when Andrei 
Gromyko, Soviet delegate to the U.N., 
tried unsuccessfully to prevent Austin 
from explaining the Truman program to 
the Security Council. 

Washington is the focal point for the 
future reports from Greece as well as for 
the reactions from London and Moscow. 
It is from these reports and reactions that 
the American people will gather material 
for their own debate, one which may 
have only begun. 
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FOOTHOLD IN GREECE 


TO BE HELD 


BY BRITAIN 


Nation to carry on as a junior 
partner, helping U.S. technicians 
with advice based on experience 


. Reported from ATHENS, 
LONDON and WASHINGTON 


Great Britain expects to stay in 
Greece as a junior partner to the U. S., 
paying her way with advice, not money. 

Britain currently is spending 
$4,000,000 a month on the Greek Army. 
These payments, the last of about $320,- 
000,000 British taxpayers have put into 
Greece since liberation, are to end when 
the U.S. is ready to support Greece. 

But Britain does not intend to 
pull out of Greece altogether. Britain's 
plans for Greece are to be handed to the 
U.S.; British military, naval, air, police 
and economic missions now in Greece 
are to remain. 

The preponderance of British experts 
on warfare among these missions serves 
as a reminder to Greeks that Britain, not 
the U.S., still is bound to defend Greece 
against aggression. 

“The British military mission of 1,000 

has no connection with British troops in 
Greece,” reports John Mowinckel, World 
Report staff correspondent, from Athens. 
“Chances are it will continue to train 
Greeks while Americans handle supplies. 
Guns, ammunition and equipment are to 
come from Britain to keep equipment 
standard. The same is true of the Greek 
Navy, which has been advised by a 
British mission for 25 years. 
@ “Lessons learned by the British in 
Greece lead them to advise the Americans 
to control all expenditures and insist upon 
full political co-operation. Without such 
co-operation, British say, much of Ameri- 
ca’s $300,000,000 may be wasted.” 

War and politics, the British say, are 
virtually inseparable in Greece. The field 
command of Greek forces now operating 
against guerrillas was changed by orders 
from Athens just before the fighting be- 
gan. Officers who mapped out the cam- 
paign in co-operation with the British 
military mission were ousted. Now new 
officers with new plans, or none at all, 
are leading the Government's forces. 

There is little chance that the current 


offensive will end guerrilla activity. The 
British hope only that fighting will not 
increase. 

Greek independence, though laudable 
in theory, is trying to experts assigned 
to guide the Greek Government. Few 
British technicians have authority to in- 
sist that their plans be carried out; those 
with authority find themselves saddled 
with political responsibility. 

Under the Anglo-Greek treaty of Jan. 
24, 1946, Britain agreed to back the 
Greek drachma while the Athens Govern- 
ment promised to get the unanimous con- 
sent of a Currency Commission, including 
one British and one American member, 
on all budgetary and fiscal matters. In 
theory, Britain could control expenditure, 
but in fact the Commission took decisions 
forced by political, not economic, consid- 
erations. Refusal to approve would have 
toppled the Cabinet. 
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U.S. Ambassador Lincoln MacVeagh 


Greek customs and laws worry the 
British economic mission and will provide 
a big problem for Americans. 

Custom permits friends and constitu- 
ents of Greek politicians to take over 
extrabudgetary taxes. In the port of 
Piraeus, for example, a ship captain 
found 18 items of indirect taxation added 
to his port bill, sums that benefited such 
groups as retired shipping agents. 

British experts advised the Greeks to 

discharge some of their inefficient and 
underpaid civil servants, but a Greek 
law took the savings out of this move. 
State employes in Greece continue to 
draw full pay until they get another job. 
@ British advice to American experts 
who take over the task of supporting 
Greece will emphasize the need for 
patience. British military men will urge 
the U.S. to keep politics out of the 
Greek Army; British economists hope 
that U.S. experts will police the use of 
dollars down to the lowest levels of Greek 
officialdom. They expect Americans to in- 
sist on cuts in the state pay roll, with 
better wages and longer hours for work- 
ing officials. 
@ Co-operation, not 
what Britain is offering the United 
States in Greece. British Ambassador 
Reginald Leeper is to place British mis- 
sions at the disposition of U.S. Am- 
bassador Lincoln MacVeagh and _ his 
American experts. 

Aim of Britain in Greece is to fill the 
secondary role of a working partner with 
no more cash to invest but with a fund 
of experience in dealing with Greeks that 
may be useful to the U. S. 


interference. is 


POOLING THE FRUITS OF EXPERIENCE 
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British Ambassador Reginald Leeper 
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MOSCOW NEGOTIATIONS BOIL DOWN 
TO BARGAINING ON REPARATIONS 


Issue is how much U. S. will permit 
Russia to take out of Germany in 
return for concessions toward peace 


Reported from MOSCOW 
and WASHINGTON 


The way to peace now is more 
sharply defined. 

The United States and the Soviet 
Union are down to the fundamental 
question of how much the U.S. will 
permit Russia to take out of the German 
economy in return for Soviet concessions 
toward a peace settlement. 

Debates in the Conference of 
Foreign Ministers at Moscow have 
screened the issues surrounding the prob- 
lem of peace treaties with Germany and 
Austria. What is left are issues that must 
be met mainly by financial concessions 
from the U.S. and power concessions 
from Russia. 

Agreement between the United States 
and Russia is not to be reached by one- 
sided concessions. Bargaining now is 
being prepared on a greater scale than 
the Big Two ever attempted in deals 
for peace treaties with Italy and the 
Axis satellites. 

@} For a German settlement, the Big 
Two are in search of a formula to bal- 
ance Russia's demands for $10,000,000,- 
000 worth of reparations with U.S. 
determination that they shall not be paid 
through Germany by American taxpayers. 

American concessions that may be of- 
fered toward this end are tied to the 
premise that Russia will be willing to 
cede to a democratic Germany some of 
the power she holds over her occupation 
zone. World Report's staff correspondent 
in Moscow, Robert Kleiman, says: 

“If the Russians will agree to a real 
democracy in Germany, Gen. Lucius D. 
Clay, Military Governor of the U. S. zone, 
is willing to meet them half way on their 
demand for reparations out of current 
production. Clay argues that the pri- 
mary problem of Germany is the creation 
of a stable and peace-loving democracy. 

“Some officials of the State Depart- 
ment, now in Moscow, oppose such rep- 
arations. They feel that they will orient 
German trade too much toward the Soviet 
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Union, thus strengthening Russia's politi- 
cal influence on Germany. 

“Clay is not unaware of strategic con- 
siderations. He fears that preoccupation 
with power politics may hopelessly preju- 
dice the possibility of solving the problem 
of Germany's internal structure. His 
main objective is to get freedoms of the 
Western type established in Germany. 
He is willing to let Germans decide 
whether they are to go socialist in eco- 
nomics.” 

Russian concessions are more likely to 
apply to the method of paying the rep- 
arations she asks than to the total amount. 
There also are indications that the Rus- 
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sians may be willing to surrender some 
of their influence in Germany in exchange 
for reparations out of Germany's current 
production. Russia’s concern over repara- 
tions is responsible in part for her insist- 
ence on signature of the peace treaty by 
an established German government. 

“Russians want to center responsibility 
for fulfilling the treaty directly on a 
German government that can be forced to 
carry out the terms if difficulties arise,” 
Kleiman reports. 

“They fear that unless a German gov- 
ernment signs, reparation difficulties like 
those following World War I may develop. 

“The U.S., however, is unwilling to 
saddle Germany's new democratic gov- 
ernment with the onus of signing an 
unpopular treaty. The U. S., therefore, is 
urging that acceptance of the treaty be 
placed in the German constitution for 
ratification and acceptance by the Ger- 
man people themselves.” 

q For an Austrian treaty, final solution 
awaits another contest between the U. S. 
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desire to save dollars wu iussia’s eager- 
ness to retain power. In this case, how- 
ever, the U. S. is forcing a showdown. It 
is up to the Russians to take the initiative. 

The price .to Russia of an Austrian 
treaty is withdrawal of all Russian troops 
from Romania and from Hungary. Under 
the terms of the treaties drawn for both 
countries, to which Russia has agreed, 
Soviet troops are to remain only as long 
as they are needed for the maintenance 
of lines of communication with the Soviet 
zone in Austria. When Austria’s treaty 
goes into force, the occupation zones 
cease to exist. 

Such a withdrawal would mean a rais- 
ing of the Iron Curtain from Austria, 
Hungary and Romania. In Austria, only 
5 per cent of the voters voted for Com- 
munist candidates. In Hungary, a strong 
majority put the non-Communist Inde- 
pendent Small Holders Party in office, 
although a Communist minority now is 
striving to seize control of the Govern- 
ment by pressure through Communist- 
controlled police. 

Economic control of Hungarian and 
Romanian industry now is tightly held 
by Russia, but Hungary has already gone 
through one currency collapse while 
Romania is heading into a complete eco- 
nomic breakdown. Under such condi- 
tions, Russia would like to keep her 
troops in both countries to retain political 
influence. 

Currently, the Austrian treaty is held 
up by a quarrel over the definition of 
“German external assets,” a Potsdam 
phrase under which Russia has seized 
property the Germans took from Austri- 
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ans after the Anschluss and during the 
war. Russia thus controls all of Austria’s 
oil output, most of her Danube shipyards 
and a large part of her chemical industry. 
The U.S. would limit “German external 
assets” to those that were German-owned 
before the Anschluss. 

American delegates at Moscow feel that 
such quarrels. are being used by the Rus- 
sians only to delay troop withdrawals 
from the Danube countries. The U. S. is 
not likely to let Russia have her way on 
Austrian property. 

The price to the U.S. of an Austrian 
treaty depends upon how much of the 
disputed assets is left to the Austrians. 
Austria's Government, under Chancellor 
Leopeld Figl, has stubbornly resisted 
Soviet demands, but, without a peace 
treaty. Austria lacks the resources to 
survive as an independent nation. 

The U. S. now is considering a loan of 
$125,000,000 to Austria, part of which is 
to come from the Export-Import Bank. 
Former President Herbert Hoover pro- 
poses a loan of $155,000,000. In the ab- 
sence of a treaty ending the occupation 
of Austria, however, the U.S. may be 
faced with the necessity of putting up 
more money to support Austria's non- 
Communist Government. 

@ Decisions on the concessions to be 
made at Moscow are to come from 
Vyacheslav Molotov, Russia's Foreign 
Minister, and George C. Marshall, U. S. 
Secretary of State. Each has gained 
knowledge at Moscow. 

Marshall’s walks through the streets 
of Moscow each morning, together with 
summaries of Soviet broadcasts to the 
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Russian people placed on lus desk each 
day, have enabled him to see for himself 
why the Soviet Government is so eager 
for material from reparations and war 
booty. 

Soviet reports to the Russians on the 
Big Four meeting are interspersed with 
statements of the prodigious effort the 
Communists are urging Russians to make 
for recovery. Crops now being sown must 
be increased by 26 per cent over the 
amount sown last year; the output of 
farm machinery must be doubled in fac- 
tories at Stalingrad and Kharkov, which 
failed to meet last year's quotas; Soviet 
miners must produce 16 per cent more 
coal than last year to meet the demands 
of industry. 

Marshall is aware of the pressure on 
Molotov from other members of the Pollit- 
buro to get what he can out of Germany 
and Austria to help the Russians meet 
such goals. But Marshall is also deter- 
mined that the U.S. taxpayer is not to 
foot the bill. 

Molotov's talks with the U.S. Secre- 

tary of State have shown the Russian the 
limits of U. S. eagerness for a settlement 
with Russia. President Truman's request 
for $400,000,000 to back up Greece and 
Turkey emphasizes that, although the 
U. S. may want to economize in Germany, 
she is prepared to spend money else- 
where if necessary to hold the frontiers of 
non-Communist countries. 
@ Caution is being displayed at Mos- 
cow by Britain and France, both shaken 
to their foundations by developments at 
home, both eager for a peace settlement 
that will aid their recovery. 

Britain, reduced by war exhaustion to 
the status of a junior partner of the U. S.., 
is hewing closer to the American view- 
point, as against the Russian, than ever 
before. But Britain sided with Russia 
in insisting that a German government 
must sign the German peace treaty. 

France, her Government a fragile alli- 
ance of Communists and anti-Commu- 
nists, has not been forced to take sides 
with Russia, is inclined to lean toward 
the U.S. and Britain, is a strong force 
for compromise between the Big Two. 

Gains have been made at Moscow, if 
only in cutting through the maze of issues 
to the core of money and power. 

Losses for both the U.S. and Russia 
in a prolongation of the existing dead- 
locks are mounting. Eastern Europe is 
going broke under Russian rule and 
needs peace. In the British zone of Ger- 
many, Ruhr miners and their families, 
protesting against food shortages, staged 
the largest demonstrations Germany has 
known since Hitler. Western Europe will 
need more U S. dollars if peace is de- 
layed. 

Further gains toward peace can be ex- 
pected only if both the U.S. and Rus- 
sia are willing to compromise. Bargains 
struck or bargains refused at Moscow will 
determine Europe's future. 
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BRITAIN MAY BALANCE BUDGET 
BY CURTAILMENT OF EMPIRE 


Government problem, however, is 
to close inflationary gap between 


buying power and available goods 


Reported from LONDON 


Britain’s retreat from the out- 
posts of Empire, including Greece, is to 
provide Chancellor of the Exchequer 
Hugh Dalton with the first chance in 
years to balance the British budget. But 
now the question is whether the savings 
overseas will be big enough to plug the 
inflationary gap that has appeared inside 
the British Isles. 

The trouble is that purchasing 
power equivalent to $28,000,000,000 
presses on $24,000,000,000 in goods. 
Government critics look to Dalton to 
close this gap in the budget he presents 
to Parliament within a few days. His 
problem is how to do this when the 
workers who are the main support of the 
Labor Government want reduced taxes 
on low incomes, continued low prices, 
higher wages and shorter hours. 

The Attlee Cabinet, its critics and its 
supporters all agree that what Britain 
needs most is more production. All are 
unanimous that an increase in goods, 
rather than a decrease in buying power, 
is the ideal way to close the inflationary 
gap. But from that point on, the doctors 
disagree. 

Now organized labor is advocating 
shorter hours as a way to push production 
even higher than Prime Minister Attlee’s 
advisers have thought possible. The 
Trades Union Congress criticizes Govern- 
ment statements that the nation cannot 
afford a reduction in the work week. Re- 
ducing hours from 48 to 44 a week would 
in fact increase production, labor leaders 
contend. At the same time, they ask the 
Labor Cabinet to raise 1947 production 
targets in coal, power and transportation 
by 10 per cent or more. 

@ What Dalton faces in drawing up a 
national budget for the fiscal year be- 
ginning April 1 is this: 

The national debt is above 25,000,- 
000,000 pounds sterling, or $100,000,- 
000,000, and is destined to go higher as 
loans from the U.S. and Canada are 
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spent. Britain’s debt already is the equiv- 
alent of a. claim of $2,152 per person, 
higher on a per capita basis than that of 
any other major power. The U. S. debt of 
$260,000,000,000 works out to $1,885 
per U.S. citizen. 

Resources which the Government can 
tap, in order to balance the budget and 
begin to pay off the debt, are $30,000,- 
000,000 less than Britain commanded be- 
fore the war. Overseas disinvestment 
during the war reduced national wealth 
by $17,000,000,000. Damage by enemy 
action and by obsolescence accounts for 
the remainder. 

Taxes absorb 34 per cent of all pri- 
vate income, on the average, and are con- 
sidered a damper on the individual's in- 
centive to produce. If Chancellor Dalton 
wishes to raise taxes higher, he runs into 
the fact that the total of direct and indi- 
rect levies already deprives individual 
Britons of income at these rates: On in- 
comes between $1,000 and $2,000, about 
13 per cent is taken by the Government; 
on incomes between $2,000 and $4,000, 
the toll is 26 per cent; if between $4,000 
and $8,000, 38 per cent; $8,000 to $40,- 
000, 53 per cent; over $40,000, 80 per 
cent. 

Overseas obligations, on the other 
hand, remain high despite withdrawals 
from Greece and Turkey. British troops 
are in Palestine and probably will remain, 
unless the United Nations takes over. De- 
fense costs cannot yet be written off in the 
Mediterranean, in India, or in Malaya. 
Occupation of Germany and Austria is a 
burden on British as on American tax- 
payers, with the end not yet in sight. 
International relief and membership in 
United Nations agencies likewise cost 
money. 

Home obligations, at the same time, 
tend to grow rather than decline. A dis- 
astrous freeze followed by damaging 
floods have set back production and ex- 
ports for months, saddling the Govern- 


ment with new costs and the prospect of 
reduced income. 

The Labor Party’s program of social 
services, meanwhile, is- to go ahead de- 
spite its cost. Government controls over 
prices, raw materials and trade continue 
to require a heavy complement of civil 
servants, who have to be paid. A rise in 
imports to feed both peoples and ma- 
chines is needed, cannot yet be financed 
by exports, and so has to be met by the 
Treasury. Subsidies to keep living costs 
and prices down seem likely to cost more, 
rather than less. 

Pressures against a balanced budget 
thus are heavy. But British critics of the 
Chancellor of the Exchequer are asking 
for more than just the end of Treasury 
deficits. They insist that Dalton must also 
come up with a program to close the 
inflationary gap. Chancellor Dalton is in 
a strategic position, it is believed, to 
recommend governmental policies on 
taxes, prices and subsidies that can nar- 
row, if not obliterate, the distance be- 
tween too much purchasing power and 
not enough goods. 

Actually, what is called for is a Treas- 
ury surplus. If Government revenues out- 
run expenses, it will be possible to pay 
off some of the national debt. This would 
release private funds for investment in 
productive enterprise, including new 
plant and machinery to replace that 
grown inefficient with age. Next result of 
this economic chain reaction, so the rea- 
soning goes, would be the increased pro- 
duction needed to match buying power. 
q) Budget prospects, as contrasted with 
hopes, offer little comfort for those who 
are worried about the inflationary gap. 
The consensus of informed observers in 
London is that Dalton’s budget can come 
close to a balance, but not to a surplus. 
Experts of The Economist, independent 
British weekly, sum up the outlook this 
way, in terms of dollars: 

Outgo during the fiscal year beginning 
April 1 may total $12,660,000,000, as 
against $15,548,000,000 estimated for the 
year just ending. The drop is in the item 
for the armed services, declining from 
$6,668,000,000 in the current year to 
$3,596,000,000 in the new year. Cost of 
servicing the national debt is expected to 
continue at nearly $2,000,000,000, while 
remaining costs of Government are to go 




















up. by  $350,000,000 to total $6.964- BRITISH PUZZLE: CLOSING THE INFLATIONARY GAP 


Income from taxes, from surplus sales 
and Government trading is expected to 
total around $12,400,000,000 in fiscal 
1948, as against $12,644,000,000 esti- 
mated a year ago for fiscal 1947. 

The deficit officially forecast for the 
current year of $2,804,000,000 is thus 
shrinking, according to unofficial esti- 
mates, to around $260,000,000 for the 
new fiscal year. 

Pitfall in this accounting, however, is 
that these figures relate only to what the 
Chancellor of the Exchequer calls “the 
ordinary budget.” There are also costs 
outside the budget for refunds of excess- 
profit taxes, for war damage payments to 
British citizens, and for advances to the 
National Coal Board. In the year just 
ended, these costs amounted to about 
$2,000,000,000. They are to be lower in 
the new year, but may still total $800,- 


000.000. $12 Billion , $28 Billion 
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@ What Dalton can do in this situation ) 
to plug the inflationary Zup appears to TAXES WHAT BRITISHERS HAVE TO: : ND 








be limited. : 

A surplus is improbable in the ordi- : 
nary budget, is foreclosed by extraordi- , > 
nary expenditures outside the budget. | rf 

Tax reduction across the board is not \y -. 
looked for. Public pressure for a balanced =~ ‘eu 


budget, radios World Report's London 
correspondent, E. J. Drechsel, is too 
strong for over-all cuts. The most to be 
expected is some reduction of the with- apa 
holding tax that now operates to encour- ORE ES See RY “ 
age absentecism in industry. ; | 
Governmental costs are to be difficult 
to reduce. Defense requirements can be 
justified by occupation needs in Europe 
and the disturbed state of the world gen- 
erally. A slash in social services, or in $12 Billion 7 $24 Billion 
Government employes needed to operate ~ 
economic cane: wil not aaa to a TAXES HOW MUCH THERE IS TO . 
Labor Government. . 
Remaining target for reduction is an 
item of $1,340,000,000 that the Govern- 
ment spends in subsidizing the cost of 
living. By paving domestic producers and 
importers the difference between open 
market and controlled prices, the Attlee 
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Government has been able to keep prices nee ~ & 

to consumers relatively low. Wiping out e at. 

these subsidies would balance the Dalton 7 ate rig 
° ; }- ' eS , 

budget and build up a substantial surplus. | ties ef eee me. 


€ What Dalton fears, however, is that 
termination of the food subsidies would 
set off a new cycle of inflation even 
worse than the present one. Higher food 
prices would inspire demands for higher 
wages, and prices and wages would then 
keep chasing each other on up. 

London is guessing, therefore, that 
reductions in subsidies, as in taxes, will 
be small. More production, rather than 
less purchasing power, is likely to be put 
forward as the solution. In support of 
this course, Dalton now can quote the , 
request of the Trades Union Congress A: Make more goods, B: Cut buying power  C: Try a mixture of A 
that the Government raise its production or buy more from U.S., by tax or price rises, and B, to the extent 
sights for 1947, if dollars hold out. or by cutting subsidy. — that labor will permit. 
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CROP HOARDING PERILS 
RECOVERY OF GERMANY 


Increase in food rations unlikely 
in U. S.-British zones unless 
deliveries from farms are raised 


Reported from BERLIN 
and STUTTGART 


Food hoarding by Germany's 
farmers now is becoming a critical bot- 
tleneck in the economic recovery of the 
combined U.S. and British zones of oc- 
cupation. 

A campaign is under way to force 
farmers to increase farm-to-market de- 
liveries, and there are some signs of im- 
provement. But, on the average, the Ger- 
man farmer is holding back as much 
food now as he did under Hitler. 

A steady rise in farm deliveries is re- 
garded by occupation authorities as es- 
sential if the food ration is to be increased 
this year. The bi-zonal program for 
$1,240,000,000 of imports and $350,000,- 
000 of exports is based on maintenance 
of the ration of 1.550 calories a day from 
town and city dwellers. There are plans 
to boost the ration to 1,800 calories this 
vear, but it cannot be done at the pres- 
ent rate of farm hoarding. 

| Farmer holdouts are inspired by the 
same set of circumstances now as they 
were during the war: 

Prices, controlled, are so low farmers 
aren't interested in going to market. 

Consumer goods are so scarce farmers 
cannot buy what they need when they 
sell their wares through established chan- 
nels. 

Farmers are suspicious of the sound- 
ness of the currency and do not want to 
take paper marks. 

The black market, thus, becomes the 
favorite channel throuch which farmers 
will trade, and this circumvents equitable 
distribution of available food products. 

Collection agencies are inadequate to 
force Germans to send their crops to mar- 
ket. The lack of sufficient policing force, 
both by the Germans and by the occupa- 
tion authorities, makes food hoarding easy 
for the farmers. But it is doubtful if any 
force would be big enough to patrol the 
1,600,000 farms in the U.S. and British 
Zones. 

Occupation authorities recognize that 
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Germans who held out food under the 
Nazi regime, when death was the maxi- 
mum penalty, are not likely to worry too 
much over present-day risks when fines 
and imprisonment are the most extreme 
punishment. 

The Nazis had an elaborate collection 

system with committees in every farming 
community that set quotas for food to be 
delivered. After the harvest, collections 
were made, with the assistance of the 
Gestapo if necessary. 
@ A marketing campaign now is under 
way to induce the farmers to increase the 
distribution of their food. The emphasis 
is on an appeal to patriotism, to convince 
growers that they must help if Germany 
is to recover. Real results from the cam- 
paign may develop if a program of cur- 
rency reform is put through and the farm- 
er eventually sees hope of buying the 
consumer goods he wants. 

Quota allotments require the farmer to 
turn in his total production, less small 
amounts for personal use. A_ livestock 
producer is permitted 72 pounds of meat 
and fat a person a year, a quart of milk 
a day and eggs from one hen. If these 
quotas were heeded, Germany's food 
problem would be simpler. 

“Of course,” reports Thomas Hawkins, 
World Report staft correspondent in Ger- 
manv, “it is much more tempting to the 
farmer to hold back his products for per- 
sona! use and for barter or sale on the 
black market. 

“In this way, he can obtain cigarettes, 
shoes, clothing, sugar, coffee, salt. His 
home was not bombed. Generally, he has 
wood available on the farm for heat. He 
is comfortable, probably not overly fond 
of the occupation, and disinclined to care 
very much about how the city folks are 
getting along. 

“Under these conditions, getting the 
farmer to co-operate is an uphill job.” 

If a ration of 1,800 calories a day is to 
be provided for town and city dwellers 
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this year, the farmers must deliver at 
least 1,087 of the calories. Agriculture ex- 
perts say that the farmers can do it. If 
the farm output goal for 1948 is reached, 
a return to the 1935-38 level of produc- 
tion, German farmers will supply 1,350 
calories to the nonfarm population. This is 
about the limit that can be expected, 
since the zones never will be entirely self- 
sufficient in food. 

“There is no doubt that the Russians 
are doing the best job in farm collec- 
tions,’ says Hawkins. “The Russian zone 
is more than self-sufficient, and little food 
is being shipped out to other zones. The 
Russians fix quotas to meet the city ra- 
tion, then leave the farmer free to sell 
his surplus, giving him a profit motive. 

“Some means of showing farmers in 

the U.S.-British zones a way to profit 
probably would be the easiest solution to 
farm holdouts. But finding such a means 
is difficult because getting all the good 
production of these zones is far more 
necessary than in the Russian zone.” 
@ A critical situation for. the economic 
program in the U.S.-British zones exists 
because of the farm holdouts. There is a 
strong possibility that farmers, reluctant 
to send their food to market, can go a long 
way toward wrecking plans for German 
recovery. This, in turn, could mean that 
occupation costs would be higher than 
now planned. 
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CREATION OF U.N. ARMY 
BLOCKED BY RUSSIANS 


Military Staff Committee’s ‘progress 
report,’ due April 30, is expected to 
reflect absence of basic agreement 


Reported from NEW YORK 
and WASHINGTON 


Russia, once a leading advocate 
of a world police force, now is blocking 
the U. N.’s attempts to create one. 

More than a year of talk by the 
U.N.’s Military Staff Committee has not 
yet produced agreement even on basic 
principles for the world security force 
called for in U. N.’s Charter. The Com- 
mittee is under orders to report by April 
30 to the Security Council on progress to 
date. The prospect is that there will be 
virtually no progress to report. 

The fact that the much-publicized se- 

curity force is not yet in sight is one 
reason that the United States intends to 
act alone, rather than through the U.N., 
in Greece and Turkey. U.S., British, 
French and Chinese observers of the Staff 
Committee all say privately that its fifth 
member—Russia—seems to be stalling for 
time. Russia’s reason for stalling, they 
surmise, is suspicion of the other four 
members, but the specific Russian motives 
still are a mystery. 
@ Arguments center on questions of 
principle. The more immediate problems 
of size and strength of contingents each 
nation shall contribute are so thorny that 
they are not even being discussed. 

What kind of security force to or- 
ganize is not yet decided. 

A permanent international police force, 
with U.N. commanders and U.N. uni- 
forms, is not contemplated by the Charter. 
The five nations agree that each should 
earmark some of its own military forma- 
tions for use by U. N. when called for by 
the Security ‘Council. 

The French want each member to 
specify exactly the divisions, ships or air 
squadrons it will contribute. The Russians 
say this might invite an international in- 
spection, which they do not want. They 
prefer to keep commitments vague. 

The Russians say each member should 
contribute equal air, land and sea units. 
Since Russia has a small navy, this would 
mean that U.N.’s navy would be too 


weak to escort a U.N. force over long 
sea distances. Britain and the U. S. object 
to this principle of strict equality. 

What command to set up is another 
point of dispute. 

The Russians think that forces con- 
tributed by each country should be used 
in the field under their own commanders. 
They object to any joint staff work below 
the level of the Military Staff Committee 
of five members. Western nations would 
appoint an over-all commander for each 
operation undertaken. 

What use to make of forces available 
to the U.N. causes another argument. 
The Russians feel that each of the Big 
Five should contribute equally to any 
U. N. task force. The U.S. says this would 
be illogical. It might lead, for instance, to 
shipping Russian troops to South America 
when American troops, closer at hand, 
could handle an emergency alone. 

How to tie this in with regional security 
pacts, such as in the Western Hemi- 
sphere, is another problem. Should the 
U.S., for instance, police its Hemisphere, 
the Russians Europe and Britain the Far 
East? Or should all U. N. members act 
together in any policing job anywhere? 

Who pays. for the security force is 
another question still unsolved. Does 
U.N. pay the bills, splitting the cost 
among 54 members, or does each country 
pay for the troops it supplies? 

Who furnishes supplies for the U.N. 
force has not been determined. 

The French think there should be a 
central U. N. supply system. Others say 
the forces should be supplied by each con- 
tributing nation acting separately. Some 
think supplies should be drawn from 
the nation closest to the scene of action. 

How to evaluate contributions to the 
security force is another problem. If Ice- 
land, for instance, contributes sites for 
naval and air bases, is her contribution 
more or less valuable than naval units 
offered, say, by France? 


How ready for action the force should 
be causes more argument. Some believe 
that, like volunteer firemen, the soldiers 
for U.N.’s security force need not be 
continually under arms. Others argue for 
a full-time force, always ready for emer- 
gencies. 

@ The unrealistic quality of these dis- 
putes impresses all officials concerned 
with the problem. 

It is generally admitted that even after 
the agreements to furnish military con- 
tingents have been made, they are un- 
likely ever to be used as a U.N. force. 
This is so for the reason that important 
conflicts these days involve interests of 
one or more of the five big nations. One 
of them would be likely to use the veto to 
prevent action by the U.N. force. Either 
the problem would be settled peaceably 
or else a major war would develop in 
which the U. N. security force would not 
figure. 

U. S. and British delegates feel, never- 

theless, that the agreements concerning 
forces should be pressed to completion, 
if only for the psychological value of 
fulfilling a clause of the Charter. 
@ One achievement has been made by 
the U.N. Military Staff Committee. Its 
members, all professional officers, have 
become personally friendly after months 
of secret sessions and many social gather- 
ings. They feel that the basic suspicions 
that still keep them from agreement in 
their work are not their fault, but are due 
to the political tension between Russia 
and the Western nations. As military men, 
they plead, they have no control over 
political affairs. 
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ADMIRAL R. K. TURNER 
U.S. member, Military Committee 
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LACK OF FACILITIES DARKENS 
OUTLOOK FOR TRAVEL IN 1947 


Limited transportation and living 
accommodations in Europe to restrict 
number of tourists from the U.S. 


Reported from LONDON, 
PARIS and NEW YORK 


World travel is to be only some- 
what easier in the months ahead. Despite 
the removal of a number of official re- 
strictions that have barred tourists from 
many countries for the last seven years, 
there is to be no boom in the European 
tourist trade in 1947. 

Lack of facilities is the chief ob- 
stacle to a revival of travel on a prewar 
scale. The war destroyed, damaged and 
diverted ships and railroad and living ac- 
commodations in many of the most fre- 
quently visited areas of the world. Re- 
storation is a slow process. 

As a result, few American travelers, 
before the war the world’s biggest spend- 
ers and therefore the key to the present 
outlook, will be able to put their war- 
time savings into vacations abroad this 
year. European countries, in critical need 
of U.S. dollars for repairing war damage 
and servicing big dollar debts, are not to 
get as big an income from tourists as 
they would like. But with inflated prices, 
individual travelers now are to spend far 
more than before the war. 

@ Official stimulus for a revival of world 
travel has come from most governments. 
The postwar trend is to remove as many 
restrictions as possible to help restore one 
of the world’s biggest businesses. 

Permission for Americans to visit the 
British Isles and the European Continent 
for pleasure recently has been restored. 

But tourists still are to be considered in 
a secondary category behind business- 
men. To get a passport, Americans who 
want to tour Europe must prove first that 
they have round-trip passage definitely 
booked and that they have living accom- 
modations reserved abroad. Pleasure trips 
to the Far East are not yet encouraged 
by the U.S. Department of State. 

Removal of taxes that restrict interna- 
tional travel has been begun by the U.S. 
An excise levy of 15 per cent on air and 
steamship fares for voyages to other con- 
tinents has been allowed to expire. That 


14 ¢ WORLD REPORT 










nes ef | STRAGAT 
Ses SS Y . PLACE SHOU 








ie ee oi 
~International 


BILLIONS FOR VACATIONS 


Stay-at-homes can spend too 


will cut the price of a first-class ticket to 
Europe on an ocean liner by as much as 
$110. It pares about $90 from round-trip 
fares to Europe and as much as $140 from 
air fares to Buenos Aires and back. 

Visa requirements for entry into many 
countries are being abandoned. Ameri- 
cans may enter several countries in the 
Western Hemisphere without visas. Brit- 
ain has agreements with most countries in 
Scandinavia and Northwestern Europe 
under which visa restrictions are dropped 


-all the way around. 


Exchange regulations governing the 
movement and use of currencies are 
somewhat relaxed. Americans can take 
as many dollars as they wish out of the 
U.S. and into almost any country in the 
world. But in prosperous Switzerland, 
where franc notes are more in demand 
than U.S. currency, dollar spending by 
tourists is limited to $125 a week. 


In European countries, however, the 
shortage of dollars and other currencies 
is so severe that most Europeans will have 
to spend their vacations in their own 
countries. For example, Britons and 
Frenchmen wishing to vacation in the 
U.S. may take only $350 abroad. 

Food and gasoline even in strictly ra- 
tioned countries, now are more plentiful 
than at any time since the war. Special 
gasoline rations are provided for travelers 
taking their cars along. Food, although 
not abundant, is available in adequate 
quantity at prices far above prewar levels. 

Advertising by government tourist 
agencies is beginning to return. Canada 
alone spends over $1,250,000 a year in 
advertising her resorts to U.S. tourists. 

But governmental blessing is not to be 
enough to bring about a revival of prewar 
travel. 

@ Limited facilities are the biggest snag 
in postwar traveling. For most countries, 
there is the dilemma of needing tourist 
dollars to restore transportation and hous- 
ing and needing transportation and hous- 
ing to attract tourist dollars. 

Ocean liners now in service on the 
Atlantic run have accommodations for 
only one in every 25 applicants for pas- 
sage. Few of the hundreds of passenger 
vessels in service before the war are being 
operated today. Most of them were con- 
verted for troop transport, and reconver- 
sion is slow and costly. Many were sunk. 
Some are no longer safe for passengers. 

U. S. liners are booked solid for travel 
to Europe through the summer. Return 
passage is difficult to get before Novem- 
ber. There are only 21 U.S. ships in pas- 
senger service now. Their total capacity 
is 4,359 paying customers each trip. Only 
one is a luxury liner. Before the war, 
there were 162 American liners capable 
of carrying a total of 56,516 passengers 
each voyage. 

The British, by July, will have three 
first-class ships back in service capable of 
handling more than 2,000 passengers 
each. That means that most Americans 
going to Europe this summer will travel 
on British liners. No accommodations for 
eastbound passage are available until late 
in the summer. Demand for westbound 
passage is much greater. 

The Dutch have one smaller passenger 
liner in service. Scandinavian eountries 
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have three liners operating. Service to the 
Mediterranean, the Far Pacific and South 
America is limited. 

Port facilities present another obstacle 
to restoring prewar service. Le Havre 
in France, Hamburg in Germany and 
some British ports are not yet able to 
handle the traffic they did before the 
war. Latin-American ports are so con- 
gested with freight that some ship lines 
now are avoiding them. 

Air travel, a postwar development, is 
to boom this year. Air lines are waiting to 
cash in this summer on the lack of steam- 
ship accommodations. Virtually all pre- 
war travel across the Atlantic was by 
ship. In 1946, more than a third of the 
Americans traveling to Europe went by 
air. At the moment, planes are flying the 
eastbound run with empty seats and 
making up the difference in a pay load 
of freight. Passage may be obtained 
without delay. With the return of good 
weather during the spring and summer, 
the airlines expect more business than 
they can handle. As in the case of sur- 
face travel, westward flights will present 
the biggest difficulties for tourists. 

Railroads in Europe are well on the 
way to recovery. Sleeping cars and diners 
are back in service on all main lines. But 
train reservations for the Continent at 
this moment, before the tourist season 
opens, must be made a month ahead of 
time. That means that rigid itineraries 
must be made in advance and adhered to. 

Hotel accommodations abroad are as 
hard to get as they are in the U. S., espe- 
cially in big cities like London and Paris. 
But trips off the beaten track in areas un- 
damaged by war permit unplanned tour- 
ing. Seashore resorts in Europe in general 
have all the accommodations they had 
before the war. Switzerland, alone in 
Europe, has ample hotel accommodations 
and travel facilities to handle all comers. 

Cost of travel and living abroad is far 
above prewar levels. In addition to their 
passage, Americans spent an average of 
$7 a day traveling in Europe before the 
war. Last vear thev spent an average of 
$10 a day. They will spend more than 
that in 1947. In the boom year of 1929, 
$693,000,000 was spent by Americans 
touring abroad. Last year, U. S. travelers 
spent $430,000,000 overseas. Europe, 
which used to get more than half, got 
only 10 per cent. Canada and Mexico 
alone got 75 per cent. 

The pattern is not to change radically 
in 1947, but the amounts will be greater. 
Britain expects 70,000 American visitors 
and hopes to earn $70,000,000 from them. 
France has a similar goal. 

The prospect is that Americans in Eu- 
rope will be chiefly businessmen and a 
few wealthy tourists. For the U.S., 
Canada and other countries of the West- 
ern Hemisphere, this is to be a record 
year for tourists. Almost $10,000,000,000 
is to be spent for vacations in the U. S. 
alone. 








HAZARDS OF TRAVEL ABROAD 
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Waiting lists for air travelers are in prospect for the summer season 
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Europe’s depleted railroads are back in operation, but cannot meet demand 
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ARGENTINE DAILY BALKS 
PERON IN PRESS FIGHT 


La Prensa maintains independence, 
resisting heavy pressure to get its 
support for all Government actions 


Reported from 
BUENOS AIRES 


The Perén Government of Ar- 
gentina is running into rough weather in 
its conflict with the nation’s press. 

Most papers in Argentina have 
been pretty well brought into line. But 
La Prensa, the most influential daily in 
the country, still stands its ground in op- 
position to the Peron regime, and is suc- 
cessfully beating off attempts to force a 
change in its editorial policy. 

What lends drama to the struggle is 
the fact that La Prensa is considered one 
of the world’s top newspapers, compar- 
able, as a national institution, to the 
Times of London. 

La Prensa, so far, has come out the 
winner in all encounters with the Gov- 
ernment, but there are signs that the 
struggle is only beginning. 
€| First round went to La Prensa in Feb- 
ruary, when a federal court dismissed 
civil lawsuits against La Prensa and La 
Nacion, another oppositionist paper, for 
nonpayment of customs duties on news- 
print. For a time, the lawsuits threatened 
the dailies with fines so huge that pay- 
ment would have forced the newspapers 
out of business. Although the suits were 
filed by a private citizen, they were gen- 
erally considered part of the struggle 
between the Per6én Government and the 
newspapers that oppose it. 
| Second round also has gone to La 
Prensa with the failure of a news vendors’ 
union to stop deliveries of the newspaper 
to subscribers. 

“It is likely that the news vendors’ 
union will not be able to force La Prensa 
to abandon subscriptions,” World Report 
correspondent Bernard S. Redmont cables 
from Buenos Aires. “The only way news 
vendors could enforce their petition to 
the newspaper management would be to 
refuse to sell newsstand copies of La 
Prensa. This would mean serious loss of 
income which the news vendors do not 
want to suffer unless the Government sub- 
sidizes them.” 
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@ Third round in the fight between the 
Argentine Government and La Prensa 
has opened with a frontal attack by Presi- 
dent Perén. The Argentine President has 
appealed to the nation to boycott com- 
pletely La Prensa and other oppositionist 
papers. Peron has laid bare his new strat- 
egy in a bitter speech addressed to the 
nation’s workers. He had this to say of 
the opposition press: 

“It is necessary that they suffer the 
natural punishment of him who always 
tells lies . . . The penalty that we must 
apply to them is not to buy them. We 
must not buy those papers nor place ad- 
vertisements in them. If we do that with 
all of them, all the workers will see that 
before six months those papers are going 
to write exactly the opposite of what they 
are writing today.” : 

@ Follow-up to the speech began al- 
most immediately with a blizzard of 
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IN THE MIDDLE OF THE FIGHT 
An Argentine boy peddles his papers 


posters advertising the boycott of La 
Prensa by readers and advertisers. The 
posters were signed by the Government’s 


Undersecretariat of Information, the 
Peronista Party and labor unions. 

@ Effect of all this on La Prensa so far 
has not been what the Government 
planned. Redmont reports: 

“Immediately after the Perén speech 

urging the boycott, La Prensa’s circula- 
tion zoomed to an all-time record: Sun- 
day 507,000 and daily 380,000. Though 
many advertisers fear the Government’s 
credit powers and foreign-trade controls 
may be used against them, they appar- 
ently are not withdrawing advertising. 
La Prensa still is chock full of advertising 
and is gaining lineage.” 
@ Open criticism of the Government- 
sponsored crusade against La Prensa is 
weak. Other Buenos Aires dailies have 
been swung over, almost without excep- 
tion, to either outright support of the 
Government or a position where they 
refrain from any serious criticism of the 
Government's acts. 

The majority of Buenos Aires news- 
papers have not raised any protest over 
the government’s maneuvers against the 
opposition press. This leads the socialist 
weekly, Vanguardia, to comment: 

“At any other time, all the newspapers 
in the cpuntry would have made common 
cause in actively defending freedom of 
the press, but today’s silence is a sign of 
the grave situation we are passing 
through.” 

La Prensa itself is continuing the fight, 

however, by publishing editorials protest- 
ing against the threat to freedom of the 
press in Argentina. 
«| Government tactics in the struggle 
with the Argentine press are to avoid for- 
mal ceasorship or direct suppression. 
Peron has insisted repeatedly that there 
is absolute freedom of the press in Argen- 
tina. But newspapers that become too 
critical of the Government soon run into 
all kinds of trouble. 

Legal difficulties suddenly begin to 
plague the offender. Municipal authorities 
are likely to discover all sorts of law viola- 
tions that can lead to fines and other pen- 
alties. These are imposed for such things 
as misplaced fire hoses, fire extinguishers, 
improper wiring and leaky water taps. 

Economic pressure can be turned on 
by the Government. Bank credit is with- 
held. Newsprint supplies are expropriated. 

Labor trouble can be _ fomented 
through the Government-dominated un- 
ions. 

Some or all of these weapons may be 
brought into the fight in coming months 
as President Perdn intensifies his cam- 
paign to make La Prensa knuckle under. 
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BRITISH RELUCTANT 
TO CONTINUE DRAFT 


Peacetime conscription likely to be 
permanent, however, despite Cabinet's 
lack of enthusiasm for program 


Reported from 
LONDON 


Great Britain is unable as yet te 
plan with certainty on a peacetime draft 
of young men for military service. De- 
bate in and out of Parliament makes 
clear the difficulties of finding a firm 
basis for conscription beyond a tempo- 
rary scheme that lasts to the end of 1948. 

Behind disputes about the form 
and timing of a permanent draft lies a 
dislike of the principle of peacetime con- 
scription. This opposition comes from 
members of the Labor Party, now in 
power, and the Liberal Party. The long- 
range outlook, however, is for the adop- 
tion of compulsory service of some type. 
The reasons are a growing tension in 
world affairs and a slow response to vol- 
untary recruitment. 

The problem of conscription in Britain 
attracts particular attention because uni- 
versal military training is gaining promi- 
nence as an issue within the U.S. A fun- 
damental difference is that Britain is 
faced with the job of getting both indus- 
trial production and military power from 
a shrinking population, only about one 
third as large as that of the U.S. 

‘ @ Britain’s long-range program of con- 
scription, still only in tentative form, 
would operate from 1949-1953, inclusive. 
It aims, as does the temporary system, at 
drafting a maximum of 18-year-olds. 

Medical unfitness and conscience would 
be the only grounds for exemption. De- 
ferments would be granted for trade ap- 
prentices, exceptional students and those 
engaged in full-time technical and pro- 
fessional training. 

For most boys who are going on to a 
university, however, conscription would 
intervene when they finish the equivalent 
of a U.S. high school. They would enter 
universities after their discharge. The 
Government intends to establish educa- 
tional facilities within the armed forces so 
that, whether the conscript has finished 
an apprenticeship or interrupted his for- 
mal schooling, his knowledge will not 


grow rusty. In effect, the intention is to 
provide a continuation of secondary edu- 
cation or vocational training as a part of 
the tour of duty. 

Taking deferments into account, con- 
scription would call into service young 
men between 18 and 26, but doctors and 
dentists could postpone their induction 
until the age of 30. 

Coal miners, so urgently needed in the 

pits, could avoid military service only by 
remaining continuously at their jobs from 
the age of 18 to 26. 
@ Terms of service, as proposed by the 
Government, would be 18 months full 
time. Additional part-time service, spread 
over five and a half years, would be spent 
with the reserves. The later installments 
would require a maximum of 21 days of 
training in any one year. Actually, it 
would be far less. Liberal credits could 
be accumulated for instruction in odd 
hours. The reserve program would be 
carried out by the equivalent of the U. S. 
National Guard, often at local armories or 
nearby camps. 

Official estimates suggest that, while 
about 290,000 eighteen-year-olds nomi- 
nally would be eligible for drafting, such 
a scheme, at the outset, can produce only 
about 200,000 to 210,000 conscripts. 
Aside from exemptions, a large number 
of deferments would reduce the intake. 

Conscripts ordinarily would spend their 
tour of duty in the United Kingdom. They 
would not be available long enough for 
overseas garrison duty. Convenience of 
educational facilities also is to be con- 
sidered. The idea would be to make the 
draft period fruitful for the individual 
and to assure that some would want to 
stay in uniform. 

@ Strong opposition to a permanent 
draft, nevertheless, persists in Britain, 
according to a wireless dispatch from 
E. J. Drechsel, staff correspondent of 
World Report. George Isaacs, Minister of 
Labor and National Service, is responsi- 


Britain is 





LABOR MINISTER ISAACS 
He doesn’t like some of his work 


‘ ble for presenting conscription legislation. 


But critics say that neither Isaacs nor his 
principal deputy is enthusiastic about the 
scheme. The Government, in fact, hints 
at a compromise of one year's full training 
instead of a year and a half. 

The opposition is founded in the Labor 
Party's traditional antagonism toward any 
infringement of personal liberties and 
toward excessive military preparations. 
The argument now is that Britain must 
stop acting as if she were the equal of 
Russia and the U. S. and, must, above all, 
repair her economy. A grading down of 
military commitments is asked to remedy 
Britain's shortage of man power. Con- 
scription thus is attacked as distasteful on 
moral and political grounds and as waste- 
ful from a practical viewpoint. 

A related quarrel exists over the role of 

the individual soldier in another war. 
Critics contend that it is important that 
future physicists, vital to atomic develop- 
ment, not be drafted and diverted into 
obsolete training before their special 
promise is apparent. 
@ The case for conscription holds that 
unable to raise more than 
450,000 men by voluntary methods. In 
1946, a campaign for recruits fell far be- 
low requirements. The Labor Govern- 
ment explains that it is trimming toward 
a limit of 750,000 men in 1949 in all 
Britain's armed forces. That figure is cited 
as a minimum for a nation that must trade 
overseas in an unsettled world. 

The prospect ahead is for sniping at 
peacetime conscription, but the odds 
seem to favor a prolonged draft. 
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MACARTHUR WARNS JAPANESE 
TO PUSH ECONOMIC REFORMS 


Supreme Commander cracks down 
on Government for failure to take 
steps to avert threatened collapse 


Report 
and 


General of the Army Douglas 
MacArthur now is cracking down on the 
Japanese Government for its failure to 
carry out urgent economic reforms. This 
decision to abandon the occupation 
policy of “hands off” economic issues is 
packed with political dynamite and pos- 
sibly may affect the outcome of this 
month’s national elections in Japan. 

The Supreme Commander, in a 
letter to Premier Yoshida, charges that 
the breakdown of the Government's ra- 
tioning program endangers all the social 
and political achievements of the occupa- 
tion. MacArthur also serves notice that 
future assistance from the U.S. hinges 
on Japan’s ability to enforce controls over 
wages, prices and the rationing of scarce 
and essential commodities. 

Publication of this “strongest warning 
to the Japanese Government since the 
surrender’ may offset an impression 
among the Japanese masses that Mac- 
Arthur is endorsing the Yoshida regime 
in the coming elections. The opposition 
parties, particularly the Social Democrats, 
now are more hopeful of at least weaken- 
ing, and possibly unseating, the existing 
conservative Government. 
| Behind the change in occupation 
policy for Japan is the danger of possible 
economic collapse. There is evidence that 
the Japanese Government has been play- 
ing politics with the rice crop, encourag- 
ing inflation and making no serious at- 
tempt to stamp out the black market. 

Food is becoming scarcer daily. The 
shortage is attributed at least partially to 
the low collection quotas for the rice 
crop fixed by the Government in an 
effort to attract the important farm vote. 
Some cities have not had a rice ration for 
three weeks. As a result, city dwellers 
must buy their food on the black market 
at 10 times the official price. 

MacArthur's letter to the Premier 
warns that the food situation is part of 
the over-all problem of economic stabili- 
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from TOKYO 
ASHINGTON 


zation. “By the same token,” says Mac- 
Arthur, “the black-marketing of food 
and the failure to realize full collections 
are only two manifestations of general 
maldistribution.” 

Industrial production has been declin- 
ing steadily for three months, and there 
is little prospect of any appreciable 
improvement. The paralysis is due mainly 
to the shortage of raw materials. Despite 
the prodding of occupation officials, the 
Japanese Government still is without 
effective machinery for handling the allo- 
cation of scarce raw materials. 

Inflation is threatening to spiral out of 
control. Currency in circulation amounts 
to nearly 125,000,000,000 yen, as com- 
pared to 15,000,000,000 a year ago. The 
Government's failure to slow down the 
printing presses is due in part to fear of 
adverse political reaction from those Japa- 
nese who are benefiting from inflation. 
q The political repercussions of Mac- 
Arthur's warning may prove to be far 


reaching. The Yoshida Government has 
been put on the spot, virtually on the eve 
of national elections. Rather than risk 
losing U.S. aid, the conservatives are 
now pledging action to carry out the re- 
quested reforms. This could cost them 
votes of farmers, fishermen, black market 
merchants and construction contractors 
who have reaped unprecedented profits 
as a result of inflation. They also stand to 
lose the support of some voters who have 
been under the impression that Mac- 
Arthur has endorsed Yoshida and _ his 
party. 

The opposition parties, which virtually 

had conceded the election, now are more 
hopeful. None of them expects to emerge 
with a majority of the Diet seats. How- 
ever, they do believe there is a good 
chance that the new Government will 
have a more liberal complexion. 
@ The political parties that are putting 
up candidates in the national election 
are numerous and their names often are 
misleading. The dominant Liberal Party, 
as an example, is ultraconservative. The 
leading parties include: 

The Liberal Party is the largest and 
richest and is waging a strong campaign. 
The party now has 142 of the Diet’s 466 
seats but dominates the Government 
through a coalition with other conserva- 
tive parties. 
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new era in Japanese politics 
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PREMIER YOSHIDA 


The Liberals have been making politi- 
cal capital of recent anti-Communist 
statements by President Truman and 
General MacArthur in an effort to under- 
mine their left-wing opponents among 
the Social Democrats and Communists. 
Now, however, they have been put on 
the defensive by MacArthur's criticism 
of the Yoshida Government. 

The Progressive Party, which is chang- 
ing its name to the Democratic Party, 
has 94 Diet seats, and during the past 
year has worked closely with the Liberals. 
The Progressives have been hit hard by 
the purge of political leaders and have 
no definite program other than to steer 
a middle course between the conserva- 
tives and radicals. Japanese political ob- 
servers, therefore, generally agree that 
the Progressives will lose ground in the 
coming election but still should seat about 
80 of their Diet candidates. 

The Social Democratic Party, which 
advocates nationalization of key indus- 
tries and tight controls over business, is 
Japan’s fastest-growing political group. 
The latest public opinion polls indicate 
that the Socialists will increase their pres- 
ent strength of 92 Diet seats and become 
Japan’s leading, or at least second largest, 
political party. Current estimates give 
them 115 to 135 seats but party leaders 
insist they will win 180. 

Greatest weakness of the Social Demo- 
crats is that they are split into two fac- 
tions. The right wing now dominates the 
party, but the left wing is headed by two 
powerful union leaders and has the sup- 
port of most of organized labor. 

The Communist Party now has six 
Diet seats and may make small gains in 
the coming election. Party leaders claim 
they will win 50 seats, but latest polls in- 
dicate they will capture less: than 15. 

The Communists appear to be concen- 
trating on local elections. They are also 
putting up candidates for governor in 32 
of Japan's 46 prefectures and are showing 
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FINANCE MINISTER ISHIBASHI 


special interest in gaining a foothold in the 
House of Councillors, which under the 
new Constitution is to replace the heredi- 
tary House of Peers. 

Minor parties include the Co-operative 

Democratic Party, the People’s Party, the 
Independents and the Nonpartisans, none 
of which are given a chance of controlling 
the future government. 
@ Japan’s next Premier is to be selected 
from one of the major parties. Who will 
get the high post is the subject of wide 
speculation in the capital, since there is 
a chance that Yoshida will be replaced 
even if the Liberal Party remains in 
power. Nevertheless, the field appears to 
be narrowed to three candidates for the 
Premiership. 

Shigeru Yoshida wants to remain in 
office. He contends he has MacArthur's 
backing. Of late, however, Yoshida has 
lost prestige within his own party. Liberal 
leaders recently threatened to oust him 
as party head because of an intra-Cabinet 
battle over the appointment of the direc- 
tor of the new and potentially powerful 
Economic Stabilization Board. 

Tanzan Ishibashi, present Finance 
Minister, is mentioned more and more as 
Yoshida’s successor. Ishibashi is a loyal 
party man, an astute politician and a 
close friend and confident of Ichiro Hato- 
yama, purged president of the Liberals, 
who still operates behind the scenes. 

Ishibashi’s war record, however, now is 
under scrutiny by occupation officials. 
There is a possibility he may be purged 
from public office. Moreover, he is op- 
posed by some occupation authorities 
who charge him with responsibility for 
the runaway inflation. 

Tetsu Katayama, executive chairman 
of the Social Democrats, is the logical 
choice for Premier if his party can un- 
seat the conservatives. 

If the elections had been held three 
months ago, Katayama might already 
have been Premier, because polls then 
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SOCIAL DEMOCRAT KATAYAMA 


showed that most of the electorate in- 
tended to vote for the Social Democrats. 
Since then, the party has lost ground, 
mainly as a result of attempting to woo 
the laboring classes, the main victims of 
inflation, and at the same time trying not 
to alienate the farmers and others who 
benefit from inflation. Katayama’s party 
stands to make the largest gains from 
MacArthur's criticism of the existing 
Government. 

@ The present outlook, therefore, is that 
the economic reforms now being forced 
on the Japanese Government will serve 
to liberalize the Diet but will not unseat 
the conservatives. Joseph Fromm, staff 
correspondent for World Report, says in 
a wireless dispatch from Tokyo that 
retention of the present regime in power 
appears almost certain. 

“Paradoxically,” says Fromm, “the in- 
flation that now threatens to wreck 
Japan’s economy, is the greatest asset 
of the conservatives who now are in 
power. 

“Moreover, it is openly conceded by 
the Japanese press that money is to be 
a decisive factor in the coming election, 
and the party now in power has plenty 
of money to buy votes. 

“The election outcome, however, still 
may be influenced by the strongly worded 
letter the Supreme Command has sent 
to Yoshida deploring the failure of his 
Government's food rationing system and 
implicitly condemning the Government's 
inability to make any economic controls 
work. 

“In any event,” Fromm concludes, 
“the likelihood is that no party will gain 
a clear-cut majority in the Diet. This 
probably will be interpreted by the right- 
wing parties as a mandate for a coalition 
Cabinet. Representatives of all these 
groups have told me that they feel a 
coalition Cabinet, representing all of the 
major parties except the Communists, 
will emerge from the voting.” 
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SWEDEN’S IMPORT BAN 
TO HURT U.S. TRADE 


Market for luxury articles worth 
$40,000,000 in 1946 lost as nation 
restricts purchases to save gold 


Reported from STOCKHOLM 
and WASHINGTON 


Sweden’s economic troubles are 
to cost U.S. manufacturers and ex- 
porters a good market that last year 
bought $40,000,000 worth of automo- 
biles, furs, nylons and other luxuries. 
That profitable market will not be re- 
gained until Sweden solves her internal 
problems, exports more goods and gets 
more dollars. 

Sweden has imposed drastic re- 
strictions on the luxury imports, designed 
to save gold and foreign exchange on 
nonessentials, and will try to expand ex- 
ports. 

The Swedish ban on luxury imports 
has been protested vigorously by the 
U.S. State Department. Chief objection 
is that Sweden still will permit imports 
of nonessentials from countries with 
which she has bilateral agreements, such 
as France and Spain. This is called dis- 
crimination against the U. S. 

Sweden’s answer is that the restric- 
tions will be handled in such a way that 
U.S. exporters will be treated fairly. 
Sweden’s contractual obligations under 
these bilateral agreements force her to 
allow continued entry of some luxuries. 
In such cases, equal percentages of 
American imports will be allowed to 
enter Sweden. 

@ Hardest hit, actually, will be the U.S. 
At least $40,000,000 of the $200,000,000 
worth the Swedes bought from the U. S. 
last year was in the luxury category. The 
biggest items were fruits (particularly 
oranges), passenger automobiles, furs, 
motion pictures, hosiery, fountain pens 
and radios. 

@] Elaborate import controls, such as 
she had during the war, are being set up 
by Sweden. All imports technically are 
banned for the time being, except those 
en route. General licenses will be issued 
for essentials, and these will be obtained 
easily. Specific licenses for nonessentials 
will be obtained only with difficulty, 
if at all. 
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Essentials include coal, gasoline, fuel 
oil, lubricants, hides, cotton, wool, agri- 
cultural machinery and parts. 

Nonessentials are completely banned. 
Import licenses may be granted sparingly 
later for imports such as coffee, tea, some 
fruits and motion pictures. Import li- 
censes for such things as nylon and silk 
hose, cars, perfumes, cosmetics will be 
much harder to get. 

No hard-and-fast rule is to be followed 
by the Swedish Government, however. 
Public reaction, world prices and the 
progress of exports will be taken into 
account in determining what may be im- 
ported. Rationing of coffee, tea and cocoa 
started March 15, and rationing of other 
goods may become necessary. Since the 
people of Sweden are heavy coffee drink- 
ers, coffee imports probably will not be 
cut sharply. Tobacco will be imported 
freely. 

The Government for months has 
known that import restrictions would 
be necessary, but hesitated to take ac- 





—— 


tion, hoping somehow to avoid the 
inevitable. Political repercussions may 
follow the drastic action. People already 
are grumbling. 

@ Behind the import ban lies a rapid 
change in Sweden's economic position. 

In 1945, Sweden sold to customers 
abroad stocks of goods accumulated dur- 
ing the war years. As a result, her exports 
ran far ahead of imports. Many of these 
exports were not for cash but were paid 
for out of postwar. credits that Sweden 
advanced to the other Scandinavian 
countries, Poland, Britain, France, Hol- 
land, Belgium and others. Rapid recon- 
version of Swedish plants to peacetime 
output and ready absorption of men from 
the armed forces into civilian jobs gave a 
bright look to the Swedish business pic- 
ture. 

Clouds began to gather in 1946. Coal 
imports, largely from Poland and the 
U.S., totaled only 3,600,000 tons, com- 
pared with normal prewar imports of 
8,000,000 tons. Since Sweden has little 
coal production of her own, this meant 
that wood instead of coal had to be used 
widely for fuel. Wood is not so efficient 
as coal, and more of it is needed to do 
the same job. 

Less wood was used to make news- 
print and pulp. Low price ceilings, also, 
took the incentive out of making these 
products. Fewer wood products were ex- 
ported. Traditionally, they are Sweden’s 
most important export. 


Meanwhile, full employment was 


reached last year. Wages were increased, 
rising 19 per cent, on an average, be- 
tween 1945 and 1946. Increased pur- 
chasing power pressed against the supply 
of goods. The Swedish economy was 
operating close to record levels, consider- 
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ing its inefficient fuel, but the supply of 
consumer goods still was short. 

Demand for imported goods, par- 
ticularly luxuries, skyrocketed. This trend 
was especially noticeable after the up- 
ward revaluation of the Swedish crown 
in July 1946. The upshot was that the 
export surplus of 1945 was replaced by 
an import surplus in 1946 amounting to 
$220,000,000. About three quarters of 
this trade deficit was in U. S.-Swedish 
trade alone. In addition, a part of Swe- 
den’s export trade in 1946 was again on 
credit. 

During the first two months of this 
year imports again exceeded exports by 
wide margins. 

Drain on Swedish holdings of gold and 

foreign exchange to pay for excess im- 
ports has been heavy. Gold reserves of 
the central bank fell from $482,000,000 
at the end of 1945 to $308,000,000 on 
March 4. During the same period, hold- 
ings of foreign exchange were off about 
$125,000,000. These declines prompted 
the drastic action on imports by the 
Swedish Government. 
@ Present aim of the Swedish Govern- 
ment is to reduce the outflow of gold 
and exchange by cutting down on im- 
ports and expanding exports. The export 
drive will be centered largely in the 
wood industry. 

Price ceilings on pulp and paper ex- 
ports have just been removed. Sweden 
now will receive a much better return for 
such exports. This move should also 
stimulate production to the extent that 
fuel and labor shortages will allow. 

Newsprint, pulp and paper are eagerly 
sought after in the U.S. and elsewhere. 
However, owing to seasonal factors in 
woodcutting, benefits from the removal 
of price ceilings will not be realized fully 
until 1948. 

Home consumption of Swedish goods 

is to be restricted. This is both an anti- 
inflationary measure and a way of mak- 
ing more products available for the ex- 
port market. 
@ Prospects are that Swedish exports 
in 1947 will not increase much, al- 
though home consumption of wood prod- 
ucts is to be further restricted. More coal 
can be expected from Poland this year 
but not in sufficient quantity to increase 
exports a great deal. Imports will be kept 
down close to the export level. 

Meanwhile, Sweden, later this year, 
will start making first deliveries of prod- 
ucts against her six-year agreement with 
Russia. This trade will be based on a 
$278.000,000 credit to Russia and thus 
will yield no immediate cash return. A 
new credit just extended to Poland by 
Swedish interests puts more exports on a 
noncash basis. 

It does not look as if Sweden’s re- 
strictions on imports will be lifted this 
year. When she can earn more dollars, 
Sweden will be ready to open up her 
market again to U. S. goods of all kinds. 








NO “HUMIDITY HEADACHE” 


on the Cargocaire Fleet 






The S. S. Del Sud, Delta Line's new post-war 
luxury liner—one of the latest additions 
to the Cargocaire Fleet. 


When importers of coffee, sugar, 
cocoa and tobacco ship their goods 
on the Cargocaire Fleet, they expect 
good out-turns. That’s because 
there’s no danger of sweat damage 
to cargoes—no “humidity head- 
ache”’ for shipper, consignee or ship 
operator. 

And exporters of grains, machin- 
ery, packaged and canned goods 
have also learned to specify these 
vessels for all their shipments. 


No Sweat Damage 


Why? Because these ships—more 
than 100 of them—offer the constant 
nee 0M of Cargocaire, the de- 

umidification and ventilating sys- 
tem that prevents moisture damage. 

Cargocaire operates when the 
moisture content of the air in a 
ship’s cargo hold approaches the 
danger dewpoint —that point at which 
moisture forms. | 

Changing weather-fronts may 
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CARGOCAIRE ENGINEERING CORPORATION 


15 PARK ROW, NEW YORK 7, N.Y. 


Washington ° San Francisco ° 
Vancouver . London 


bring about this ‘““dewpoint danger 
hour” at any time during a voyage. 
But in a Cargocaire equipped ship 
the relative humidity is under control. 
Moisture does not condense on the 
cargo. Sweat damage is prevented. 


The Cargocaire Fleet 


Cargocaire is available—or is being 
— ships of the following 
ines: 


American Export Lines * American-Howaiian 
S. S. Co. ¢ American President Lines * American 
South African Line « American Mail Line + Blue 
Star Line (British) ¢ Brodin Line (Swedish) « 
Coastwise « Delta Line © Furness Withy 
(British) ¢ Grace Lines « Isthmian Line + Lloyd 
Brasileiro (Brazilian) « Lykes Brothers S. S. Co. 

Moore-McCormack Lines « Peninsular & Oriental 
(British) * Robin Line * Shepard S. S. Co. « 
Waterman S. S. Co. *« Werkeback’s S. S. Co. 
(Swedish) « South Atlantic Steamship Line, Inc. 


If you want to learn how Cargocaire 
can prevent “humidity headache”’ 
for you, send the coupon below. 


FOR 
CARGO 
COMFORT 





Seattle ° 
Gothenburg 


Montreal 








Dept. U-3, Cargocaire Engineering Corporation 


15 Park Row, New York 7, N. Y. 


Gentlemen: Please send me the story of Cargocaire and the Cargocaire Fleet List. 
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(Recent official proposals for sub- 
stantial U.S. assistance to Greece 
and Turkey have brought forth con- 
siderable discussion, which, by its 
diversity and volume, has left some 
confusion and apprehension in the 
minds of many people. With a view 
to bringing the essentials of the sub- 
ject into sharper focus, WORLD 
REPORT explains briefly the post- 
war developments that preceded 
these proposals, the considerations 
that led to their being made, and the 
results that may be expected when 
they are put into effect.) 


HE HistorY of 19 postwar months 

has been one of disappointment and 
discouragement for those who foresaw 
substantial progress in binding up the 
wounds of war and developing an era 
of co-operation, security and peace. 

The United Nations, while function- 
ing in a limited sense, is held by many 
observers to have failed of major accom- 
plishment in its inability to develop the 
effectiveness and prestige that had been 
hoped for and expected. 

Postwar relations between the United 
States and Great Britain, on the one 
hand, and Russia, on the other, have 
been marked by the manifestation of 
a series of opposing views and claims, 
reconciled only occasionally, and then 
after long and often acrimonious dis- 
cussion, From the U.S. and British 
point of view, Russia has consistently 
followed an aggressive and unco-opera- 
tive policy. 

The peace settlements for the Euro- 
pean satellite states only recently have 
been signed, after a vear of tedious and 
often bitter negotiations. The treaties for 
Austria and Germany are the subject of 
the present discussions at Moscow, 
where wide differences are apparent and 
progress slow. The settlement with 
Japan has not yet been undertaken. 

A year of intensive effort to develop 
an effective system for control of atomic 
energy has resulted only in a deadlock 
in the Security Council between the 
Soviet and non-Soviet members. 

The U.S. policy of developing a 
strong and stable China thus far has 
proved costly and unsuccessful. At pres- 
ent, China is being left to work out her 
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BASIS OF THE U.S. DECISION 


TO AID GREECE AND TURKEY 


own future, with the outcome as yet 
uncertain, 

The dependent peoples of India, 
Southeast Asia and the East Indies 
are in a ferment, which will have far- 
reaching effects on the structure and 
power of the British, French and Dutch 
empires. 

The position of Great Britain, already 
critical at the end of the war, has de- 
teriorated more than had been expected, 
until her recently announced withdrawal 
of support from Greece and Turkey pre- 
cipitated the situation with which the 
U. S. is now confronted. 

The combined effect of these postwar 
development’ has been to establish more 
and more clearly a situation in which a 
Soviet world and a non-Soviet world 
exist side by side each in active opposi- 
tion to the other. 

The Soviet world is the largest and 
potentially the most nearly self-sufficient 
part of the globe ever united under one 
central and all-powerful authority. It 
has the world’s largest army. On the 
other hand, it is relatively undeveloped 
and has suffered vast war damage; its 
early recovery is dependent on sub- 
stantial help from the rest of the world. 
The Soviet world is firmly under the con- 
trol of Communist Russia, whose poli- 
cies the democratic: states find aggres- 
sive, unco-operative and in many 
respects unfathomable. 


THE ALTERNATIVES 


The non-Soviet world, on the other 
hand, is in no sense a well-defined and 
effective unit of power and policy. Actu- 
ally, the “world” that opposes the spread 
of the Soviet system consists of a di¥erse 
and widespread group of states. While 
united in varying degrees in their con- 
cern as to Soviet policy, these states 
have divergent and conflicting interests 
unknown in the Soviet group. 

As the war ended, political, military 
and economic reasons combined to make 
the U. S. and Great Britain co-leaders of 
the non-Soviet world. But a progressive 
change has taken place in this relation- 
ship, due to the steady decline of Brit- 
ain’s ability to support the role of co- 
leader. As a result, the U.S. now finds 
itself in the position of outstanding 


leadership against the spread of the 
Soviet system. The question of support 
for Greece and Turkey involves a critical 
decision as to the future policy of the 
U.S. in exercising this primacy of 
leadership. 

When Great Britain informed the 
U.S. that it would have to withdraw its 
support of Greece and Turkey on March 
31, there were three courses of action 
open to the U.S.: (1) to do nothing and 
let events take their course; (2) to 
bring the matter to the attention of the 
U.N. as a situation threatening the 
peace; or (3) to take a firm stand against 
the spread of the Soviet system by com- 
ing to the support of these threatened 
nations. 

Those who advocate the “do-nothing” 
course maintain that, in supporting 
Greece and Turkey, the U.S. will em- 
bark on new commitments of unknown 
extent in an area not vital to U.S. in- 
terests, and thereby will establish prece- 
dents for further commitments beyond 
U.S. capacity. 

The same individuals see a probability 
of becoming involved in war with Rus- 
sia. They maintain that it is by no means 
certain Greece would fall under Com- 
munist control, but should it do so, such 
control would soon collapse because of 
its inherent defects. They see nothing 
in the history of these nations to justify 
the U.S. in undertaking an expensive, 
unprecedented, and, to them, a danger- 
ous course of action. 

The proponents of placing the prob- 
lem in the hands of the U.N. maintain 
that the U.N. already is involved in 
Greece and that this is one of the situa- 
tions that it was designed to meet. They 
say that for the United States not to 
refer the matter to the United Nations 
is to violate the spirit of the Charter 
and to weaken that organization at a 
critical period in its development. They 
believe that the U. N. eventually would 
solve the problem, or at least gain 
time until other means of solution could 
be found. 

The supporters of the third course 
dispute the arguments of the other two 
groups. They emphasize the aggressive 
and unco-operative character of Russia. 
They point to the Soviet Union’s recent 
record in the other Balkan states and 
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Action To Limit the Spread of Communism 
Believed To Involve Minimum Risk of War 


firmly believe that an unsupported 
Greece promptly and inevitably would 
go the way of Yugoslavia, Albania and 
Bulgaria. 

Proponents of unilateral action by the 
U.S. point to the unanimous opinion of 
military authorities that Greece and 
Turkey are the strategic keys to the 
Middle East, which in turn is essential 
to the security of the U.S. and all other 
democratic nations. They dwell on the 
fact that, while direct action by the 
U.S. in Greece and Turkey constitutes 
a new policy, it differs little in principle 
from U.S. policy and commitments in 
Central Europe and the Far East. As to 
cost, they say that the amount involved 
is less than 1% per cent of our foreign 
commitments to date. 

They argue that a firm course of action 
in the Mediterranean is far better as- 
surance of peace than would be the 
weak course of no action, or the inef- 
fective plan of calling on the U.N. to 
attempt the impossible. They agree with 
President Truman that the interests of 
the U.S. and the world at large will best 
be served by the U.S. promptly fur- 
nishing substantial economic, political 
and technical support to Greece and 
Turkey. 


THE DECISION 


In all probability the controlling rea- 
son for discarding the “do-nothing” 
course was the bitter lesson learned as a 
result of that policy in the period after 
World War I. Many authorities agree 
that a strong and forward-looking policy 
on the part of Great Britain and the 
U.S., backed by a few billion dollars, 
during the early 1930s might have pre- 
vented World War II. 

The present situation would appear 
to be quite the same in principle. Then 
the basic danger was expanding Ger- 
man totalitarianism. Now, President 
Truman characterizes the basic danger 
as “aggressive movements that seek 
to impose totalitarian regimes on 
free peoples.” The great catastrophe 
came in 1939 because the nations that 
then had the power to prevent German 
expansion lacked the foresight and the 
courage to act—and did nothing. 

Having decided that some definite 


action was necessary, it was natural that 
the first thought should be to put the 
problem of Greece in the hands of the 
U.N. The U.S. had been an ardent 
supporter of that organization since its 
inception. There was every reason of 
policy, national and domestic, for calling 
on the U.N. in this situation. But the 
question was, could that organization do 
the job? After a realistic examination, it 
was decided that the problem was be- 
yond the capacity of the U.N. at the 
present time. The U. N. had no money 
to advance if Greece were to be saved 
from collapse, no machinery capable of 
reaching a decision, and no military 
forces to enforce a decision if one were 
made. 

It was therefore decided to discard 
the idea of calling upon the U.N. as 
being a course doomed to failure. At 
that time no definite steps were taken 
to inform the U.N. of the proposed 
U.S. action. To have done so then 
would have been to counter the charge 
since made that the U. S. was neglecting 
the U.N. It now appears that, insofar 
as possible,- this oversight will be 
remedied. 

There remained only the third course 
—prompt and definite action by the U. S. 
in going to the support of Greece and 
Turkey. The basic questions to be an- 
swered in deciding on that course were: 
Do the urgency of the situation and the 
prospects of success warrant the cost 
and the risks involved? Are the pro- 
posals within the capacity of the United 
States to carry through? Will the pro- 
posals make for peace rather than for 
war and in the long run support the 
cause of security and progress? 

The clear-cut and far-reaching pro- 
nouncement of President Truman, in- 
dorsed and supported by his State De- 
partment, military and congressional 
advisers, is proof that all these questions 
were answered “Yes.” It is expected that 
the U. S. Congress will do likewise. 

The outcome of this historic decision 
is, of course, a matter of conjecture. It 
will depend in most part on the manner 
in which the policy is carried out and 
on the reaction of the Soviet Union. As 
to the former, it is assumed that the 
effectiveness of execution will be com- 
parable with the conduct of other major 


U.S. policies. As to Soviet reactions, 
however, conclusions have to be based 
on the best available estimates of Rus- 
sia’s capabilities and intentions. 

Successive estimates have shown a 
progressive decline in Soviet power since 
the end of the war. At that time, due 
primarily to her colossal war efforts, 
Russia generally was credited with a 
position of power not much below that 
of the U.S. It would seem that, if Rus- 
sia, by full co-operation with the West- 
ern nations, had obtained their assist- 
ance and support in her vital postwar 
problems of reconstruction and develop- 
ment, this high position might now be 
well on the road to attainment. 

Russia, however, has not co-operated 
with the other great powers since the 
war, and as a result has met a series of 
setbacks abroad and extensive frustra- 
tion of her efforts at home. 

Russia has successfully established 
control over adjacent satellite states. But 
when her efforts have reached out be- 
yond them, she has failed consistently. 
This has been true in North Africa, 
Trieste, Iran, Turkey, Spitsbergen, and, 
it would seem now, in Greece. Her 
policy in Germany and Austria has been 
of doubtful success from the Soviet 
point of view. 

Russia's action in refusing to agree 
on international control of atomic energy 
has caused the United States to main- 
tain exclusive control of the atomic 
bomb. That presented a manifestation of 
Russian policy which, to outsiders, 
strongly suggests fear of exposing the 
workings of the Soviet system to the in- 
spection of the rest of the world. It is 
now the opinion of those who know 
Russia best that the Soviets neither de- 
sire nor are capable of undertaking war 
for any interest or reason outside the 
present limits of the Soviet world. 


THE PROSPECTS 


This being the case, it would seem 
that the U. S. policy exemplified by sup- 
port of Greece and Turkey, but frankly 
intended to confine the Soviet system to 
its present limits, is being counted on 
by the American Government to ac- 
complish its purpose. Furthermore, it 
is hoped that this policy will involve 
the least cost to the U. S., the minimum 
risk of war, and the best prospects for 
world-wide security and progress. 

Other nations hope that, when Russia 
finds out that she cannot successfully 
oppose the rest of the world, she may 
decide to join it. 
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SHIFT IN NAVIES: 
CHANGING GUARD 
ON THE HIGH SEAS 


The ships of its navy are a better measure of a 
great power’s influence than any words that can be 
spoken. Britain’s retreat and the U.S. advance into 
new world commitments were revealed by state- 
ments of government leaders. Their words in 1947, 
however, were determined by the course of events 
through the years from the beginning of World 
War II. The new positions of the two powers were 
determined by the hard facts of materials and man 
power, of resources and production. 

Naval power is but one index of powers. Wheat 
and coal and factory capacity might be equally re- 
vealing. But naval power has a very direct rela- 
tionship to the new international policy of the U. S. 
In these days there is a close relationship between 
material power and influence in world councils. 
The oceans are the great international areas of 
the world, and navies display their power on the 
oceans. 

The Worldgraph shows the shift in relative 
strength of British and U.S. navies since 1928, — 
when the U.S. Navy was at low ebb. At that time, 
France, Germany and Japan were also naval 
powers. Today the German and Japanese navies 
have ceased to exist. Although Russian naval 
strength is increasing, there are only two first-class 
navies in existence, or in sight. 

The figures in the Worldgraph are confined to 
major combat classifications. They include ships in 
reserve, in the present “mothball” fleets. U.S. 
figures are from official U.S. Navy sources. British 
figures are from British sources, and in some in- 
stances are lower than U. S. estimates. Yet the pre- 
ponderance of U.S. over British strength is prob- 
ably greater than the figures indicate. Not only does 
the U.S. have 60 per cent more ships than Britain; 
on the average, her individual warships are larger 
and more modern in design and armament, class 


for class. 
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LATIN AMERICA DRIVES 
TO GET BRITISH ASSETS 


Argentina, Brazil and Uruguay seek 
to take over holdings to liquidate 
sterling credits built up during war 


Reported from BUENOS AIRES, 
LONDON and WASHINGTON 


The British are giving up impor- 
tant properties in Latin America. These 
properties are being relinquished under 
pressure from three countries to whom 
she owes about $840,000,000 worth of 
sterling for purchases before and during 
the war. 

Argentina, Britain’s biggest cred- 
itor in Latin America, soon is to get title 
to British-owned railroads under a swap 
of this kind. Brazil now is negotiating for 
British properties. Uruguay is next on 
the list. 

Other Latin-American countries, whose 
sterling accounts are relatively small, are 
less likely to press for this method of 
settlement. 

Loss of these properties is to mean that 

British manufacturers no longer will have 
a virtual monopoly on the furnishing of 
equipment and supplies for them. Manu- 
facturers in the United States and other 
countries thus are to get a chance at 
this business. 
q Reversal of a trend is represented by 
British relinquishment of holdings in 
Latin America. For a century, venture 
capital from Great Britain poured into 
Latin America. The British built railways, 
public utilities, drydocks, packing plants. 
They developed and operated mines. 
They opened branch banks and mercan- 
tile agencies. British companies became 
the owners of large plantations. 

These British properties played major 
roles in the economic development of 
many of the countries in Latin America. 
In addition to direct investments, the 
British bought the securities of Latin- 
American countries and invested in the 
bonds of Latin-American governments. 

Just before the outbreak of World War 
II, British investments in Latin America 
had risen to a total of $4,700,000,000 
and exceeded U.S. holdings there by 
more than $500,000,000. 

Now the British find themselves con- 
fronted with bills for about $900,000,000 
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worth of sterling as the result of their 
purchases in Latin America just before 
and during the war. Their own tired in- 
dustry is unable to turn out goods fast 
enough to satisfy their more important 
creditors. Thus, the pressure is on the 
British to turn over certain properties— 
chiefly railways and public utilities—to 
liquidate these accounts. 

@ Argentina holds British accounts 
amounting to $500,000,000. Direct in- 
vestments of British capital in the Argen- 
tine originally were valued at $1,612,- 
000,000. Principal British properties are 
four railway systems, but British holdings 
also include public utilities, packing 
plants and ranches. 

Railways alone represented a British 
outlay of $1,108,000,000, but deprecia- 
tion has cut their value far below that 
figure. The position of the railway com- 
panies became precarious with expiration 
of the Mitre Law, which gave them im- 
portant tax concessions. 

At Argentine insistence, the British 
soon will turn the railways over to the 
Argentine Government. In return, Argen- 
tina will wipe the $500,000,000 sterling 
bill off the books and pay the British an 
additional $100,000,000. 

@ Brazil had hoped that the British 
would be able to pay off her $260,000,- 
000 account in four or five years. She 
wanted British machinery and equipment 
of many kinds, and arranged to send 
a purchasing mission to the United King- 
dom. But Brazilian officials, on investi- 
gation, decided Britain could not ship 
goods in satisfactory quantities. 

Brazil later put pressure on the British 
to get action on the sterling balances. The 
Bank of Brazil ceased buying sterling, 
declaring that it already had more British 
exchange than it could use. 

Now negotiations are under way for 
the transfer of several British properties 
in partial payment of the account. Agree- 
ment already has been reached covering 


Will British Investments 
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the transfer of the Sado Paulo Railway for 
$26,500,000 worth of sterling. Similar 
arrangements may be made for Brazil 
to acquire the Leopoldina Railway, the 
Ceara Tramway, Light and Power Com- 
pany, the Para Electric Tramways and 
Light Company and the Manaos Tram- 
ways and Light Company. 

@ Uruguay is less insistent on the set- 
tlement of her $80,000,000 worth of 
sterling accounts, but she has her eyes 
on several British holdings. 

First property she wants to acquire is 
the city water system in Montevideo. 
Negotiations for its transfer opened some 
time ago but have lapsed. 

Uruguay also may attempt to take 
over the British-owned lines that are the 
backbone of her railway system. And she 
probably will try to get hold of other 
utilities now owned by the British. 

There is considerable question, how- 

ever, as to whether Uruguay will try to 
acquire the British-owned packing plant 
and co-ordinate its operations with those 
of the plant already owned by the 
Government. 
@ Other countries in Latin America 
have only $20,000,000 to $40,000,000 
worth of sterling. They probably will be 
satisfied to accept such goods as the 
British can ship in satisfaction of this 
debt. 

The deal for the Argentine railways, 
however, has been closed and the trans- 
fer will take place soon. Progress is being 
made in the Brazilian negotiations. Trans- 
fers of properties in Uruguay are prob- 
able. — 

The British thus are to lose control of 
about half of their direct holdings in 
Latin America. 




















COAL MAKES POLAND 
A POWER IN EUROPE 


Former German mines in Silesia 
provide economic and diplomatic 
weapon in form of fuel for export 


Reported from WARSAW 


Postwar Poland is becoming a po- 
litical and economic power in Europe 
through her occupation of the coal basin 
of Silesia, where the United States now 
proposes international control. 

Poland’s new Western frontier, 
which the U.S. has not yet approved, 
takes in former German mines that now 
make Poland the Continent’s second 
largest supplier of coal. 

The U.S. proposal to run Silesian 

mines internationally if German mines in 
the Ruhr are internationalized thus chal- 
lenges Poland’s new influence in Europe. 
The Poles with frontiers that almost 
double their prewar resources of coal are 
in position now to supply one seventh of 
Europe’s coal requirements—if they can 
keep the mines. 
@ Bargaining power for Poland and her 
Russian backers stems from these under- 
ground riches so desperately needed by 
coal-hungry Europe. 

Just before the current meeting of the 
Council of Foreign Ministers in Moscow, 
the Soviet Government reduced by half 
the amount of coal Poland was obligated 
to ship to Russia. This well-timed move 
released more than 7,000,000 tons of 
Polish coal for Western Europe. 

Officials from Western countries be- 
lieve that the Russian move was intended 
to show France that Eastern Europe, un- 
der Soviet influence, is a more generous 
source of coal than the German mines in 
the Ruhr, controlled by Britain and U. S. 

The juggling of Poland’s coal exports, 
some officials think, marks the start of 
what could become an organized system 
of coal politics: the use of Polish coal to 
make friends in Western Europe for the 
Communist way of life. 

@ Economic advantages are _ being 
reaped by Poland in return for coal ship- 
ments. Her coal output this year may 
reach 60,000,000 short tons, of which 
19,000,000 could be exported. About 
7,100,000 tons will go to Russia to pay 


for Poland’s share of reparations from 
Germany. The rest will be available for 
Western Europe or for sale to Russia. 

A high price is exacted by Poland for 
the coal she sends to the West. The coal 
sells at the mine for about $8 a ton, four 
times the prewar price. The Polish Gov- 
ernment expects to realize up to $200,- 
000,000 from coal exports this year. At 
such prices, Poland can afford to pay two 
and three times prewar prices for im- 
ported food and manufactures and still 
make a profit. 

Scarce goods are available to Poland 
for her coal. Sweden, Poland’s biggest 
coal customer after Russia, ships Poland 
rare paper and metal products in return 
for fuel. Poland also receives hard-to-get 
mining machinery from France, horses 
from Denmark, chemicals and machines 
from Switzerland and many other items. 

U.S. dollars and other negotiable cur- 
rencies flow to Poland from coal deals. 
Last year, for instance, Sweden paid 
part of the price of Polish coal in gold 
and dollar exchange. Finland, Norway 
and other countries all pay partly in so- 
called “hard” currencies, such as dollars. 
Russia has loaned Poland about $28,000.- 
000 in gold. The U.S. advanced $90,- 
000,000 in credits last year, and now the 
International Bank is considering a loan 
to Poland that may total $60,000,000. It 
would be used for coal mine equipment 
and other reconstruction necessities. 

Credits also are collected from the 
countries where Poland sells her. coal. 
Sweden, Switzerland and France, for in- 
stance, have given Poland credits in 
amounts larger than the value of coal re- 
ceived. One reason for this is that, under 
rules of the European Coal Organization, 
which allots coal in Europe, countries 
giving Poland special credits can apply 
for bigger coal allotments. Poland has 
taken full advantage of this provision. 
@ Poland’s prospects for retaining this 
economic power are excellent. 


The U.S. now supplies most of Eu- 
ropes imported coal, about 16,000,000 
tons last year, perhaps 33,000,000 in 
1947. American coal, delivered at about 
$20 a ton, is too expensive, however, to 
be a source for Europe except in years of 
abnormal shortages. 

Germany, the biggest supplier of coal 
on the Continent, now exports far less 
than half as much as she did before the 
war. Ruhr production is less than before 
the war, and as Germany revives she may 
consume an increasing share of her own 
production. 

Britain, formerly the second biggest 
supplier of coal to the Continent, now ex- 
ports no coal at all and is, in fact, thinking 
about importing some. 

Russia, which has been taking about 
60 per cent of Poland's coal, is restoring 
her own mining industry and may see ad- 
vantage in letting Poland sell more coal 
to the West. 

Poland's surplus of coal for export to 

countries other than Russia thus may be 
as much as 10,000,000 tons this year. 
The coal basin that Poland now controls 
produced about 100,000,000 tons of coal 
a year when the Germans ran it during 
the war. Last year the Poles dug 52,- 
000,000 tons from this area. Though they 
may not reach their goal of 66,000,000 
tons this year, it is entirely possible that 
they can equal the German output in a 
few years if they can get the necessary 
equipment. 
@ Such vast wealth is worth arguing 
for. That is why Poland, with Russian 
help, can be expected to resist sugges- 
tions that she give back any coal lands to 
Germany or let an international regime 
come in to run the Silesian mines. 
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MAXIMOS: Premier of Greece 


HE MAN who is trying to control the 

helm of Greece’s battered ship of 
state until U.S. aid materializes is De- 
mitrios Maximos, the 72-year-old Pre- 
mier. He was drafted for a job already as 
thankless and difficult as that any govern- 
ment leader has had to undertake since 
the war. 

The fact that Maximos is an expert on 
economic and financial matters may fa- 
cilitate co-operation between the Greek 
Government and the U.S., once Wash- 
ington votes the funds to bolster the hard- 
pressed country. But meanwhile, the new 
Premier has his hands more than full 
trying to cope with the most urgent of 
domestic problems. 

A successful banker in private life, 

Maximos finds himself in the unhappy 
position of attempting to manage a gov- 
ernment long rated a poor financial risk. 
The economic prostration of the country 
renders the risk even poorer, and the situ- 
ation is not helped by corruption and 
inefficiency that has been holding back 
Greek recovery. The unrelenting Commu- 
nist pressure, guerrilla warfare, and other 
excesses of the extreme right and left all 
serve to aggravate the troubles of the 
Government. 
«| “Appeasement Premier” has been the 
label applied to Maximos since he con- 
sented to assume the office after Con- 
stantine Tsaldaris stepped down at the 
beginning of the year. Tsaldaris is now 
Foreign Minister. 

The “appeasement” designation is apt 
to be misleading. A more accurate way 
of putting it would be that Maximos was 
selected because, on the basis of past 
performances, he was thought to have 
the best chance of conciliating most of 
the rival factions in Greek politics, ex- 
cept the die-hards of the extreme left 
and extreme right. 

Success in this touchy task of concilia- 
tion would strengthen immeasurably the 
shaky base of the present Government. 
Maximos is working hard, but the odds 
are still strongly against him and do- 
mestic encouragements thus far have 
been few. 

New offers of full amnesty for guer- 
rillas have gone unheeded. Greater mili- 
tary efforts are necessary along the bor- 
ders. | 

The lone advantage generally con- 
ceded Maximos in his efforts to control 
and correct the turbulent situation is that 
he is not a party politician in the nar- 
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row sense. Never having been a member 
of Parliament, he is not tainted by its 
old intrigues or burdened by past com- 
mitments. While his sympathies always 
have favored the Monarchy, he has man- 
aged in the past to keep them from af- 
fecting the friendly relations he has en- 
joyed with members of other parties who 
felt differently about the King. 

@ Selection of Maximos to lead Greece 
in the present crisis did not result from 
his own maneuvering. On the contrary, he 
considered his career ended. He was in 
the evening of life. He had abandoned 
government and politics in 1934 and was 
living quietly in retirement, so quietly 
that he was able to remain in obscurity 
throughout the German occypation of the 
country. 

When conditions in Greece began to 
deteriorate sharply during the winter of 
1946-47 and he was first mentioned for 
Premier, Maximos announced flatly that 
he had not the slightest intention of re- 
entering politics. But he found himself 
subjected to increasing pressure, and 
when King George joined in that appeal, 
Maximos finally yielded. 

The reputation that brought Maximos 
out of retirement can be traced largely to 
his work as Foreign Minister, a post he 
assumed in the critical year of 1923. 

In that role, Maximos exerted great 
efforts to consolidate peace in the Bal- 
kans by helping to bring into being the 
Balkan Entente, which was created after 
World War I. 

An even more difficult assignment was 
the mission to Ankara, where Maximos 
signed the Greco-Turkish treaty of 
friendship, which brought about a recon- 
ciliation between the two countries. The 
ability of Premier Maximos to accomplish 
this is noteworthy for, as Governor of the 
Bank of Greece, he played a decisive role 
in financing the unsuccessful war Greece 
waged against Turkey in 1921-22 in hope 
of gaining new territory in Asia Minor. 

q@ A late comer to public service, Max- 
imos spent the first 48 years of his life 
almost entirely outside politics. A native 
of Caios Island, which is noted for its 
astute businessmen, he chose finance for 
his career and won such a name for him- 
self in banking circles that he eventually 
became Governor of the National Bank of 
Greece. 

The circumstances preceding his debut 
in politics hardly can be called auspicious. 
He had close personal ties with the Greek 
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RECALLED TO DUTY 
From notable past to dubious future 


Royal House and accompanied King Con- 
stantine and Queen Sophia into exile in 
Switzerland when they were banished 
during World War I because of pro- 
German sympathies. He shared another 
exile with them voluntarily in 1922-23, 
when the King, after being restored, was 
again dethroned and forced from the 
country. 

When Constantine died at Palermo 

early in 1923, Maximos returned to 
Greece and entered politics, aligning him- 
self with the Populist (Royalist) Party, 
which was advocating re-establishment of 
the Monarchy at a time sentiment was 
running high for a republican form of 
government. Before Maximos retired, the 
Republic materialized, followed by a mili- 
tary dictatorship and then a swing back 
toward Monarchy. Despite the sharp 
changes in political climate, Maximos re- 
mained an important figure until he 
stepped out of public life in 1934. 
@ The future of the Government Max- 
imos now heads is regarded as dubious 
at best. No Greek Cabinet since the coun- 
try was liberated has been distinguished 
for its longevity, and there is scant evi- 
dence that the Maximos Government will 
reverse the trend. . 

The personal association Maximos has 
had with the Royal House for so many 
years is not calculated to attract the al- 
legiance of many liberal and moderately 
left groups who feel Greece would be 
better off without a King. In the long 
run, this seems likely to hurt Maximos. 

For the present, however, the promise 
of U.S. aid has improved the position of 
the Cabinet and strengthened public 
confidence. This gives Maximos a better 
opportunity to institute needed reforms. 
The final verdict on his stature as an 
elder statesman will depend on the pro- 


gram he offers for making the most of 
U. S. help. 











Faithful from all Russia continue to flock 


past Lenin’s body in Moscow mausoleum 


MOSCOW 
g pew RUSSIANS are the only people in 
the world who can go to see the long- 
dead “father of their country” in the 
flesh. Vladimir Ilyitch Ulyanov—better 
known to the world and his countrymen 
as Nicolai Lenin, his revolutionary pseu- 
donym--has been dead for more than 23 
years, but his body, preserved by em- 
balming, still lies in state in Moscow's 
Red Square. 

Sometimes, as when I went through 
the tomb, only a few score are in the 
line to pass by and pay their respects to 
‘their venerated leader. But at other times 
I have seen a line of several thousand, 
four wide, stretching the full length of 
Red Square waiting to enter the national 
shrine. 

Official statistics show that since 1924 
more than 20,000,000 persons have 
viewed the impressive bier. The mauso- 
leum in which Lenin’s body lies is open 
from Wednesday through Sunday, be- 
tween 10 a.m. and 5 p.m. During those 
hours the procession never halts. 

The mausoleum itself is a simple struc- 
ture. Seen from the entrance of Red 
Square, a quarter of a mile away, the 
square, brown marble tomb is almost in- 
visible against the background of the high 
red stone wall surrounding the Kremlin. 

In its setting, Lenin’s tomb is dwarfed 
by the Kremlin’s parapets and slender 
corner spires, the 16th century Cathedral 
of St. Basil the Blessed at the opposite 
end of the square, and the gigantic onion- 
shaped domes of several other churches. 
Outside, the tomb is plain and boxlike, 
without ornamentation, a perfect cube 
except for three setbacks on top. 

When I visited it, my companions were 
20 or so other tourists from the Russian 
countryside. We surrounded the chat- 
tering guide and gawked at the sights like 
tourists in any part of the world. 

In a voice reminiscent of the peri- 
patetic lecturers every visitor to Wash- 
ington has heard, the guide was making 
a similar spiel . . . “on your left, ladies and 
gentlemen, you see the Cathedral of St. 
Basil, where the Czars used to behead 
revolutionaries. On your right, you see 
the main entrance to Red Square around 
both sides of the Historical Museum. 
That’s where marchers enter for the huge 
parades celebrating May Day and the 


October Revolution. It takes the marchers 
umpty-ump minutes to walk across the 
Square and as many as umpty-ump thou- 
sand usually are in the Square at the 
same time.” 

The guide halted a moment while two 
motorized snowplows roared noisily across 
the Square—which really is a long rec- 
tangle—scattering pedestrians before 
them. 

“Up there above Lenin’s tomb,” the 
guide continued, “is where Comrade 
Stalin and other leaders stand during the 
parades—which sometimes last 8 to 10 
hours. Comrade Stalin never leaves and 
never sits down.” 

The holiday atmosphere surrounding 
the tourist group also exuded from the 
continuous stream of visitors pouring into 
the tomb’s entrance. Many Muscovites, or 
visitors from Leningrad or other cities 
could be identified by their shiny leather 
boots and their pressed coats with fur 
collars. Villagers and peasants wore 
quilted cotton coats, jackets of faded 
colors, and felt boots, dress of the coun- 
tryside and the far-off provinces from 
Khabarovsk to the Ukraine. 

Their chattering and chuckling outside 
the tomb faded and died into silence as 
they entered. Inside, soft light was re- 
flected dimly from the black marble walls. 
A hush, broken only by the quiet shuffle 
of many feet, provided an awe-inspiring 
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preparation for the sight we were about 
to see. 

I moved with the crowd, four abreast, 
down a flight of marble steps. At the 
bottom, two Soviet Army privates, stand- 
ing at stiff attention, whispered, “Single 
file!” 

One by one we moved into the square 
underground chamber where Lenin’s 
body lies. Hidden lights, sunk into an oval 
recession in the ceiling above the bier, 
provide the only illumination. Around the 
chamber, spaced at three-yard intervals, 
stood six soldiers, facing the casket. All 
was quiet, solemn and reverent. Even 
the shuffling of feet died away as each 
pilgrim walked around the bier, his eyes 
fixed on the glass-enclosed casket. 

None of the Russians stopped to look 
closer at Lenin’s body and, curious to 
know whether it was permitted, I hesi- 
tated a moment. Almost before I could 
come to a full halt there was a guard at 
my elbow whispering, “keep moving.” 
The stream of visitors makes it neces- 
sary to keep them moving at a steady 
pace. 

Lenin's casket lies on a raised platform 
about waist high. The platform is sur- 
rounded by a well sunk three feet below 
floor level. In the well stand two guards, 
one at the bier’s head, the other at the 
foot, each holding an automatic rifle with 
bayonet attached. They stand like statues 
—stiff, motionless, their eyes fixed un- 
blinkingly on the body. 

Lenin, in contrast, seems to lie sleep- 
ing, his head resting on a pillow, his 
short and stocky body, his small hands 
and feet in repose. There’s no mistaking 
his face and features, his black mustache, 
Vandyke beard, high forehead, bald pate, 
fringe of black hair, as natural as in life. 

Since none of the methods then known 
would have enabled embalmers to pre- 
serve Lenin's body in such a lifelike way, 
Soviet scientists had to devise entirely 
new techniques. After 23 years they be- 
lieve that they have successfully solved 
the problem of preserving the great Rus- 
sian leader’s body for a protracted period, 
perhaps indefinitely. 

The penetrating eyes that saw every- 
thing and assumed instant command in 
every crisis of the Russian Revolution are 
closed. The quiet voice, which held 
thousands with its cold, emotionless logic, 
is silenced. But one had merely to study 
the faces of the Russians as they emerged 
from the tomb, exalted as if by some 
deeply moving religious experience, to 
realize that in the minds of Russia’s peo- 
ple Lenin would live forever. R. K. 
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Flight to Yenan points up the differences 


between China’s Nationalists and Communists 


YENAN 

pans who has an idea that all cities 

in China are pretty much alike should 

fly from Nanking capital of China's Na- 

tionalist Government to Yenan, until re- 

cently the capital of China's Communist 

Government. About the only similarity 

between the two cities is that the people 
have the same color skin. 

The one thing these two Chinese 
cities had in common was that each was 
definitely “enemy” territory to the other. 
Being in both places the same day pro- 
vides an experience comparable to one 
you might have had four years ago, in 
the middle of the war, if you had had 
breakfast in London and lunch in Ber- 
lin (or, a little more accurately, say 
Washington and Richmond, one day in 
1863). 

The idea of having breakfast here and 
lunch there has been overdone, I guess. 
But the project has particular fascina- 
tion when you fly in 200 minutes from 
one war capital to another war capital, 
especially when the atmosphere of the 
two places is so different. 

Chiang Kai-shek, in his vermilion-pil- 
lared hall, between sips of green tea, was 
giving orders for his planes and tanks to 
attack the Chinese Communists. Possibly 
at the same moment, but three and one- 


half hours away by plane, Mao Tse-tung, . 


in his hideout in a mountain cave, be- 
tween sips of green tea, was giving or- 
ders for his troops to shoulder their old 
rifles and attack the Government forces. 

Between the vermilion-pillared hall 
and the mountain hideout were 625 
miles of China—two of the greatest 
streams in the world, the Yangtze and 
Yellow rivers; the flat, flooded paddy 
fields of Anhwei and Honan; the re- 
mote, yellow mountains of Shansi and 
Shensi. The rivers are wide and twisting 
and treacherous, and the mountains are 
steep and rocky and cloud-tipped. But 
these barriers between the two capitals 
were nothing compared with the hurdles 
their “negotiators” had to hop every 
day. 

I first made the flight with a plane 
load of 52 Communists being “evacu- 


ated” from Kuomintang China back to 
their homes in Communist China. 

As one nears Yenan in Northern 
Shensi, approaching the “Great Bend” 
area of the Yellow River, the plane 
flies over one of the oldest lands on 
earth. Below are endless yellow anthills 
—3,000-foot mountains of soft loess soil 
—pointed pile after pointed pile, each 
alike. Here, 5,000 years ago, flourished 
one of the most important centers of 
neolithic culture. Here, while the West- 
ern world was in the Bronze Age, the first 
Chinese lived in caves, cultivated the soil 
with crude stone tools, domesticated the 
dog and the pig. Here, where the plane’s 
air map says “Reliable data not avail- 
able,” China started. 

But the Chinese Communists in the 
plane say that this is not China’s Old 
World; this now is the New. “Although 
we live in the same caves and cut grain 
with a sickle identical in size and shape 
with that of our ancestors of 3,000 B. C. 
and domesticate the same kind of dog 
and pig, nonetheless we are the mod- 
erns, the hope of a new China.” 

It took only a few minutes in Yenan to 
see that the Communists were building 
their “New China” of land reforms, of 
industrial co-operatives, of controlled 
currency, of labor exchange battalions, 
of forced work for all, of Marxist phi- 
losophy against a primeval backdrop. 

In place of Nanking’s broad, paved 
streets, with their 20th-century neon 
lights, Yenan has narrow, muddy, moun- 
tain paths zigzagging along the steep 
hillsides. 

In place of black limousines and fancy 
pedicabs, Yenan has straw-bound feet 
and donkey trains. In place of six-story, 
concrete office buildings and European 
houses, Yenan has 10,000 caves, tier 
upon tier, stretching for miles along the 
canyons of the Yen River. 

In place of hatred supported by 
bombers and fighters and armored cars, 
Yenan had hatred supported by rifles 
and grenades and ancestral swords. 

Yenan was also the headquarters for 
the Chinese Communists’ propaganda, 
hinging on radio Yenan and the news- 
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paper Emancipation Daily. China’s Com- 
munists are avid followers of the old 
Chinese sage who first coined the ad- 
vertising slogan: “A picture is worth 10,- 
000 words.” In cave workrooms high on 
the hillside overlooking the Yen River, 
Communist artists worked day and night 
turning out bitter cartoons depicting the 
alleged iniquities of Generalissimo Chi- 
ang Kai-shek, the Kuomintang, Ameri- 
cans and other detested “imperialists” 
and “capitalists.” 


Crude wood blocks were hand-carved ° 


from the drawings for the Emancipation 
Daily and scattered all over Communist 
China for the political education of the 
peasants and villagers. One of the Com- 
munist cartoons, showing Uncle Sam, be- 
hind a shield, helping the Generalissimo 
push a spear into the Chinese people, is 
printed on this page. 

The feeling of enmity toward Chiang 
Kai-shek’s China in the “Big Rear” was 
most acute when Yenan underwent what 
the Communists call an “air raid.” These 
raids were merely reconnaissance mis- 
sions by a handful of Nationalist fighter 
planes. No bombs were dropped in the 
river valley, no strafing runs made 
through the mountain passes. But the 
inhabitants were terror stricken. 

Soon after my arrival on an earlier 
trip, we had such a visit from enemy 
planes. In all directions, from every hill- 
top lookout, ancient Buddhist temples 
high on the clay cliffs and blockhouse 
parapets, gongs were beaten, bells ham- 
mered, bugles blown, cannons fired, sig- 
nal flags flown. The air-raid warning was 
obeyed instantly, in almost frantic fear. 
Within a few seconds, everybody in 
Yenan had disappeared—into the best 
bomb shelters ever built, the tunnels of 
their underground homes. By the time 
the planes were overhead, not one of 
Yenan’s 30,000 inhabitants was in sight. 

Now Chiang Kai-shek’s troops have 
captured Yenan. Most of the inhabitants 
have fled into the countryside. The Chi- 
nese Communists, again giving space for 
time, have retreated to found another 
“capital” deeper in China’s remote hin- 
terland, where they have more raw ma- 
terial for their “New China.” 


F. W. R. JR. 
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TEXTS OF TEHRAN, YALTA 





AND POTSDAM DECLARATIONS 


HE U. S. DEPARTMENT OF STATE On March 24, 1947, made 
public for the first time the complete texts of the three 
principal wartime agreements reached by the United 
States, Great Britain and the Soviet Union at Tehran, 
Yalta and Potsdam. The agreements have been of major 


historical importance, influencing not only the course of 
the war but the peace that has followed. Since none of 
the agreements has been published previously in full, 
World Report here gives you the full texts, with notations 
pointing out the previously unpublished sections. 


The Tehran Conference 


(Text of the two declarations agreed upon by the Big 
Three at the Tehran Conference, Dec. 1, 1943, as made 
public by U.S. State Department on March 24, 1947. 


The first declaration, concerning military operations, had 
not been published before. The second, concerning Iran, 
had been published previously on Dec. 7, 1943.) 


Text of Military Declaration 


The Conference: 

(1) Agreed that the partisans in Yugoslavia should be sup- 
ported by supplies and equipment to the greatest possible ex- 
tent, and also by Commando operations; 

(2) Agreed that, from the military point of view, it was 
most desirable that Turkey should come into the war on the 
side of the Allies before the end of the year; 


(3) Took note of Marshal Stalin’s statement that if Turkey 


found herself at war with Germany, and as a result Bulgaria 
declared war on Turkey or attacked her, the Soviet would im- 
mediately be at war with Bulgaria. The Conference further 
took note that this fact could be explicitly stated in the forth- 
coming negotiations to bring Turkey into the war; 

(4) Took note that Operation Overlord [the landings in 
Normandy] would be launched during May 1944, in conjunc- 
tion with an operation against Southern France. The latter 


operation would be undertaken in as great a strength as avail- 
ability of landing craft permitted. The Conference further took 
note of Marshal Stalin’s statement that the Soviet forces would 
launch an offensive at about the same time with the object of 
preventing the German forces from transferring from the East- 
ern to the Western front; | 
(5) Agreed that the military staffs of the three powers 

should henceforward keep in close touch with each other in 
regard to the impending operations in Europe. In particular it 
was agreed that a cover plan to mystify and mislead the enemy 
as regards these operations should be concerted between the 
staffs concerned. 

FRANKLIN D. ROOSEVELT 

JOSEPH V. STALIN 


WINSTON S. CHURCHILL 
Tehran, Dec. 1, 1948. 


Declaration of the Three Powers Regarding Iran 


The President of the United States, the Premier of the 
U.S.S.R. and the Prime Minister of the United Kingdom, hav- 
ing consulted with each other and with the Prime Minister of 
Iran, desire to declare the mutual agreement of their three 
governments regarding their relations with Iran. 

The governments of the United States, the U.S.S.R. and the 
United Kingdom recognize the assistance which Iran has given 
in the prosecution of the war against the common enemy, par- 
ticularly by facilitating the transportation of supplies from 
overseas to the Soviet Union. 

The three governments realize that the war has caused spe- 
cial economic difficulties for Iran, and they are agreed that.they 
will continue to make available to the Government of Iran such 
economic assistance as may be possible, having regard to the 
heavy demands made upon them by their world-wide military 
operations and to the world-wide shortage of transport, raw 
materials and supplies for civilian consumption. 

With respect to the postwar period, the governments of the 


United States, the U.S.S.R. and the United Kingdom are in 
accord with the Government of Iran that any economic prob- 
lems confronting Iran at the close of hostilities should receive 
full consideration, along with those of other members of the 
United Nations, by conferences or international agencies held 
or created to deal with international economic matters. 

The governments of the United States, the U.S.S.R. and the 
United Kingdom are at one with the Government of Iran in 
their desire for the maintenance of the independence, sover- 
eignty and territorial integrity of Iran. They count upon the 
participation of Iran, together with all other peace-loving na- 
tions, in the establishment of international peace, security and 
prosperity after the war, in accordance with the principles of 
the Atlantic Charter, to which all four governments have sub- 
scribed. 

WINSTON S. CHURCHILL 
JOSEPH V. STALIN 
FRANKLIN D. ROOSEVELT 
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The Yalta Conference 


(Text of the agreements reached at the Yalta Confer- 
ence between President Roosevelt, Prime Minister 
Churchill and Generalissimo Stalin on Feb. 11, 1945, as 
made public by the U.S. State Department on March 
24, 1947.) 


Protocol of Proceedings of 
Crimea Conference 


The Crimea Conference of the heads of the governments of 
the United States of America, the United Kingdom, and the 
Union of Soviet Socialist Republics, which took place from 
February 4 to 11, came to the following conclusions, 


I. World Organization 

It was decided: 

(1) That a United Nations conference on the proposed 
world organization should be summoned tor Wednesday, 25 
April, 1945, and should be held in the United States of 
America, 

(2) The nations to be invited to this conference should be: 

a. The United Nations as they existed on 8 Feb., 1945; and 

b. Such of the Associated Nations as have declared war on 
the common enemy by 1 March, 1945. (For this purpose, by 
the term “Associated Nations” was meant the eight Associated 
Nations and Turkey.) When the conference on world organi- 
zation is held, the delegates of the United Kingdom and United 
States of America will support a proposal to admit to original 


membership two Soviet Socialist Republics; i. e. the Ukraine: 


and White Russia. 

(3) That the United States Government, on behalf of the 
three powers, should consult the Government of China and 
the French Provisional Government in regard to decisions 
taken at the present conference concerning the proposed world 
organization. 

(4) That the text of the invitation to be issued to all the 
nations which would take part in the United Nations Confer- 
ence should be as follows: 


INVITATION 


“The Government of the United States of America, on behalf 
of itself and of the Governments of the United Kingdom, the 
Union of Soviet Socialist Republics and the Republic of China 
and of the Provisional Government of the French Republic, 
invite the Government Of .....:...........sssssessssssssseees to send rep- 
resentatives to a conference of the United Nations to be held 
on the 25th of April, 1945, or soon thereafter, at San Fran- 
cisco, in the United States of America, to prepare for a general 
international organization for the maintenance of international 
peace and security. 

“The above-named governments suggest that the conference 
consider as affording a basis for such a Charter the proposals 
for the establishment of a general international organization 
which were made public last October as a result of the Dum- 
barton Oaks Conference and which have now been supple- 
mented by the following provisions for Section C of Chapter 
VI: 


C. Voting > 


“(1) Each member of the Security Council should have one 
vote. 

“(2) Decisions of the Security Council on procedural mat- 
ters should be made by an affirmative vote of seven members. 

“(3) Decisions of the Security Council on all matters should 
be made by an affirmative vote of seven members, including 
the concurring votes of the permanent members; provided 
that, in decisions under Chapter VIII, Section A and under the 
second sentence of Paragraph 1 of Chapter VIII, Section C, a 
party to a dispute should abstain from voting. 
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“Further information as to arrangements will be transmitted 
subsequently. 

“In the event that the Government Of ................:.c0:sseesceseee 
desires in advance of the conference to present views or com- 
ments concerning the proposals, the Government of the United 
States of America will be pleased to transmit such views and 
comments to the other participating Governments.” 

Territorial trusteeship: 

It was agreed that the five nations which will have perma- 
nent seats on the Security Council should consult each other 
prior to the United Nations conference on the question of ter- 
ritorial trusteeship. 

The acceptance of this recommendation is subject to its 
being made clear that territorial trusteeship will only apply to 
(a) existing mandates of the League of Nations; (b) territories 
detached from the enemy as a result of the present war; (c) 
any other territory which might voluntarily be placed under 
trusteeship; and (d) no discussion of actual territories is con- 
templated at the forthcoming United Nations Conference or in 
the preliminary consultations, and it will be a matter for sub- 
sequent agreement which territories within the above cate- 
gories will be placed under trusteeship. 


II. Declaration of Liberated Europe 


The following declaration has been approved: 

The Premier of the Union of Soviet Socialist Republics, the 
Prime Minister of the United Kingdom and the President of 
the United States of America have consulted with each other 
in the common interests of the peoples of their countries and 
those of liberated Europe. They jointly declare their mutual 
agreement to concert during the temporary period of instabil- 
ity in liberated Europe the policies of their three governments 
in assisting the peoples liberated from the domination of Nazi 
Germany and the peoples of the former Axis satellite states of 
Europe to solve by democratic means their pressing political 
and economic problems. 

The establishment of order in Europe and the rebuilding of 
national economic life must be achieved by processes which 
will enable the liberated peoples to destroy the last vestiges 
of nazism and fascism and to create democratic institutions of 
their own choice. This is a principle of the Atlantic Charter— 
the right of all peoples to choose the form of government under 
which they will live—the restoration of sovereign rights and 
self-government to those peoples who have been forcibly de- 
prived of them by the aggressor nations. 

To foster the conditions in which the liberated peoples may 
exercise these rights, the three governments will jointly assist 
the people in any European liberated state or former Axis 
satellite state in Europe where, in their judgment, conditions 
require, (a) to establish conditions of internal peace; (b) to 
carry out emergency measures for the relief of distressed peo- 
ples; (c) to form interim governmental authorities broadly 
representative of all democratic elements in the population 
and pledged to the earliest possible establishment through 
free elections of Governments responsive to the will of the 
people; and (d) to facilitate where necessary the holding of 
such elections. 

The three governments will consult the other United Nations 
and provisional authorities or other governments in Europe 
when matters of direct interest to them are under consideration. 

When, in the opinion of the three governments, conditions 
in any European liberated state or any former Axis satellite 
state in Europe make such action necessary, they will im- 
mediately consult together on the measures necessary to dis- 
charge the joint responsibilities set forth in this Declaration. 

By this Declaration, we reaffirm our faith in the principles 
of the Atlantic Charter, our pledge in the Declaration by the 
United Nations and our determination to build in co-operation 
with other peace-loving nations world order, under law, dedi- 
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cated to peace, security, freedom and general well-being of 
all mankind. 

In issuing this Declaration, the three powers express the 
hope that the Provisional Government of the French Republic 
may be associated with them in the procedure suggested. 

(The following sections were previously unpublished. ) 


III. Dismemberment of Germany 


It was agreed that Article 12 (a) of the surrender terms for 
Germany should be amended to read as follows: 

“The United Kingdom, the United States of America and the 
Union of Soviet Socialist Republics shall possess supreme au- 
thority with respect to Germany. In the exercise of such 
authority they will take such steps, including the complete 
disarmament, demilitarization and dismemberment of Ger- 
many as they deem requisite for future peace and security.” 

The study of the procedure of the dismemberment of Ger- 
many was referred to a committee consisting of Mr. [Anthony] 
Eden [their Foreign Secretary] (chairman), Mr. [John] 
Winant [of the United States] and Mr. [Fedor T.] Gusev. This 
body would consider the desirability of associating with it a 
French representative. 


IV. Zone of Occupation for the French 
and Control Council for Germany 


It was agreed that a zone in Germany, to be occupied by the 
French forces, should be allocated to France. This zone would 
be formed out of the British and American zones and its extent 
would be settled by the British and Americans in consultation 
with the French Provisional Government. 

It was also agreed that the French Provisional Government 
should be invited to become a member of the Allied Control 
Council for Germany. 

(End previously unpublished sections. ) 


V. Reparation 


The following protocol has been approved: 
PROTOCOL 


On THE TALKS BETWEEN THE HEADS OF THREE 
GovERNMENTS AT THE CRIMEAN CONFERENCE ON THE 
GERMAN REPARATIONS IN KIND 


(1) Germany must pay in kind for the losses caused by her 
to the Allied nations in the course of the war. Reparations are 
to be received in the first instance by those countries which 
have borne the main barden of the war, have suffered the 
heaviest losses and have organized victory over the enemy. 

(2) Reparations in kind is to be exacted from Germany in 
three following forms: 

a. Removals within two years from the surrender of Ger- 
many or the cessation of organized resistance from the national 
wealth of Germany located on the territory of Germany her- 
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self as well as outside her territory (equipment, machine tools, 
ships, rolling stock, German investments abroad, shares of in- 
dustrial, transport and other enterprises in Germany, etc.), 
these removals to be carried out chiefly for purpose of destroy- 
ing the war potential of Germany. 

b. Annual deliveries of goods from current production for 
a period to be fixed. 

c. Use of German labor. 

(3) For the working out on the above principles of a de- 
tailed plan for exaction of reparation from Germany an Allied 
reparation commission will be set up in Moscow. It will con- 
sist of three representatives—one from the Union of Soviet 
Socialist Republics, one from the United Kingdom and one 
from the United States of America. 

(4) With regard to the fixing of the total sum of the repara- 
tion as well as the distribution of it among the countries which 
suffered from the German aggression, the Soviet and American 
delegations agreed as follows: 

“The Moscow reparation commission should take in its initial 
studies as a basis for discussion the suggestion of the Soviet 
Government that the total sum of the reparation in accordance 
with the points (a) and (b) of the Paragraph 2 should be 
$20,000,000,000 and that 50 per cent of it should go to the 
Union of Soviet Socialist Republics.” 

The British delegation was of the opinion that, pending con- 
sideration of the reparation question by the Moscow repara- 
tion commission, no figures of reparation should be mentioned. 

The above Soviet-American proposal has been passed to the 
Moscow reparation commission as one of the proposals to be 
considered by the commission. 

(The following section was previously unpublished. ) 


VI. Major War Criminals 


The Conference agreed that the question of the major war 
criminals should be the subject of inquiry by the three foreign 
secretaries for report in due course after the close of the con- 
ference. 

(End previously unpublished section. ) 


VII. Poland 


The following declaration on Poland was agreed by the Con- 
ference: 

“A new situation has been created in Poland as a result of 
her complete liberation by the Red Army. This calls for the 
establishment of a Polish Provisional Government which can 
be more broadly based than was possible before the recent 
liberation of the western part of Poland. The Provisional Gov- 
ernment which is now functioning in Poland should therefore 
be reorganized on a broader democratic basis with the in- 
clusion of democratic leaders from Poland itself and from Poles 
abroad. This new Government should then be called the Polish 
Provisional Government of National Unity. 

“M. Molotov, Mr. Harriman and Sir A. Clark Kerr are au- 
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thorized as a commission to consult in the first instance in Mos- 
cow with members of the present Provisional Government and 
with other Polish democratic leaders from within Poland and 
from abroad, with a view to the reorganization of the present 
government along the above lines. This Polish Provisional Gov- 
ernment of National Unity shall be pledged to the holding of 
free and unfettered elections as soon as possible on the basis 
of universal suffrage and secret ballot. In these elections all 
democratic and anti-Nazi parties shall have the right to take 
part and to put forward candidates. 

“When a Polish Provisional Government of National Unity 
has been properly formed in conformity with the above, the 
Government of the U.S.S.R., which now maintains diplomatic 
relations with the present Provisional Government of Poland, 
and the Government of the United Kingdom and the Govern- 
ment of the United States of America will establish diplomatic 
relations with the new Polish Provisional Government of Na- 
tional Unity, and will exchange ambassadors by whose reports 
the respective governments will be kept informed about the 
situation in Poland. 

“The three heads of government consider that the Eastern 
frontier of Poland should follow the Curzon Line with some 
digressions from it in some regions of five to eight kilometers in 
favor of Poland. They recognize that Poland must receive sub- 
stantial accessions of territory in the North and West. They 
feel that the opinion of the new Polish Provisional Government 
of National Unity should be sought in due course of the extent 
of these accessions and that the final delimitation of the West- 
ern frontier of Poland should thereafter await the Peace Con- 
ference.” 


VIII. Yugoslavia 


It was agreed to recommend.to Marshal Tito and to Dr. 
Subasitch: 

a. That the Tito-Subasitch agreement should immediately 
be put into effect and a new government formed on the basis 
of the agreement. 

b. That as soon as the new government has been formed it 
should declare: 

(1) That the Anti-Fascist Assembly of the National Libera- 
tion (AVNOJ) will be extended to include members of the last 
Yugoslav Skupstina who have not compromised themselves 
by collaboration with the enemy, thus forming a body to be 
known as a temporary parliament and 

(11) That legislative acts passed by the Anti-Fascist As- 
sembly of National Liberation (AVNOJ) will be subject to 
subsequent ratification by a Constituent Assembly; and that 
this statement should be published in the communique of the 
Conference. | 

(The following sections were previously unpublished. ) 


IX. Italo-Yugoslav Frontier 
—Italo-Austrian Frontier 


Notes on these subjects were put in by the British delega- 
tion, and the American and Soviet delegations agreed to con- 
sider them and give their views later. 


X. Yugoslav-Bulgarian Relations 


There was an exchange of views between the foreign secre- 
taries on the question of the desirability of a Yugoslav-Bul- 
garian pact of alliance. The question at issue was whether a 
state still under an armistice regime could be allowed to enter 
into a treaty with another state. Mr. Eden suggested that the 
Bulgarian and Yugoslav governments should be informed that 
this could not be approved. Mr. Stettinius suggested that the 
British and American ambassadors should diseuss the matter 
further with Mr. Molotov in Moscow. Mr. Molotov agreed 
with the proposal of Mr. Stettinius. 


XI. Southeastern Europe 


The British delegation put in notes for the consideration of 
their colleagues on the following subjects: 
a. The Control Commission in Bulgaria, 
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b. Greek claims upon Bulgaria, more particularly with 
reference to reparations. 


c. Oil equipment in Romania. 


XII. Iran 


Mr. Eden, Mr. Stettinius and Mr. Molotoy exchanged views 
on the situation in Iran, It was agreed that this matter should 
be pursued through the diplomatic channel. 

(End previously unpublished sections. ) 


XIII. Meetings of the Three Foreign Secretaries 


The Conference agreed that permanent machinery should 
be set up for consultation between the three foreign secre- 
taries; they should meet as often as necessary, probably about 
every three or four months. 

These meetings will be held in rotation in the three capitals, 
the first meeting being held in London. 

(The following sections were previously unpublished. ) 


XIV. The Montreux Convention and the Straits 


It was agreed that at the next meeting of the three foreign 
secretaries to be held in London, they should consider pro- 
posals which it was understood the Soviet Government would 
put forward in relation to the Montreux Convention, and report 
to their governments. The Turkish Government should be in- 
formed at the appropriate moment. 

The foregoing protocol was approved and signed by the 
three foreign secretaries at the Crimean Conference Feb. 11, 
1945, E. R. STETTINIUS JR. 

M. MOLOTOV 
ANTHONY EDEN 


Agreements Regarding Japan 


The leaders of the three great powers—the Soviet Union, the 
United States of America and Great Britain—have agreed that 
in two or three months after Germany has surrendered and the 
war in Europe has terminated, the Soviet Union shall enter 
into the war against Japan on the side of the Allies on condi- 
tion that: 

(1) The status quo in Outer Mongolia (the Mongolian 
People’s Republic) shall be preserved; 

(2) The former rights of Russia violated by the treacherous 
attack of Japan in 1904 shall be restored, vis.: 

a. The Southern part of Sakhalin as well as the islands ad- 
jacent to it shall be returned to the Soviet Union; . 
b. The commercial port of Dairen shall be internationalized, 
the pre-eminent interests of the Soviet Union in this port being 
safeguarded, and the lease of Port Arthur as a naval base of 

the U.S.S.R. restored: 

c. The Chinese-Eastern Railroad and the South Manchurian 
Railroad, which provides an outlet to Dairen, shall be jointly 
operated by the establishment of a joint Soviet-Chinese com- 
pany, it being understood that the pre-eminent interests of the 
Soviet Union shall be safeguarded and that China shall retain 
full sovereignty in Manchuria; 

(3) The Kurile Islands shall be handed over to the Soviet 
Union, | , 

It is understood that the agreement concerning Outer Mon- 
golia and the ports and railroads referred to above will require 
concurrence of Generalissimo Chiang Kai-shek. The President 
will take measures in order to obtain this concurrence on advice 
from Marshal Stalin. 

The heads of the three great powers have agreed that these 
claims of the Soviet Union shall be unquestionably fulfilled 
after Japan has been defeated. 

For its part, the Soviet Union expresses its readiness to con- 
clude with the National Government of China a pact of friend- 
ship and alliance between the U.S.S.R. and China in order to 
render assistance to China with its armed forces for the pur- 
pose of liberating China from the Japanese yoke. 

JOSEPH V, STALIN 
FRANKLIN D. ROOSEVELT 


Feb. 11, 1945. WINSTON S, CHURCHILL 








The Potsdam Conference 


(Text of the agreement reached at the Potsdam Con- 
ference between President Truman, Prime Minister 
Attlee and Generalissimo Stalin, July 17 to August 2, 
1945.) 


Protocol of Proceedings of 
Berlin Conference 


The Berlin Conference of the three heads of government of 
the U.S.S.R., U.S.A., and U.K., which took place from July 17 


to Aug. 2,-1945, came to the following conclusions: 


I. Establishment of a Council of Foreign Ministers 


a. The Conference reached the following agreement for the 
establishment of a Council of Foreign Ministers to do the 
necessary preparatory work for the peace settlements: 

(1) There shall be established a Council composed of the 
foreign ministers of the United Kingdom, the Union of Soviet 
Socialist Republics, China, France and the United States. 

(2) (1) The Council shall normally meet in London, which 
shall be the permanent seat of the joint secretariat which the 
Council will form. Each of the foreign ministers will be ac- 
companied by a high-ranking deputy, duly authorized to carry 
on the work of the Council in the absence of his Foreign Min- 
ister, and by a small staff of technical advisers. 

(Il) The first meeting of the Council shall be held in Lon- 
don not later than Sept. 1, 1945. Meetings may be held by 
common agreement in other capitals as may be agreed from 
time to time. 

(3) (1) As its immediate important task, the Council shall 
be authorized to draw up, with a view to their submission to 
the United Nations, treaties of peace with Italy, Romania, 
Bulgaria, Hungary and Finland, and to propose settlements of 
territorial questions outstanding on the termination of the war 
in Europe. The Council shall be utilized for the preparation 
of a peace settlement for Germany to be accepted by the 
Government of Germany when a Government adequate for 
the purpose is established. 

(Il) For the discharge of each of these tasks, the Council 
will be composed of the members representing those states 
which were signatory to the terms of surrender imposed upon 
the enemy state concerned. For the purpose of the peace set- 
tlement for Italy, France shall be regarded as a signatory to 
the terms of surrender for Italy. Other members will be in- 
vited to participate when matters directly concerning them 
are under discussion. 

(III) Other matters may from time to time be referred to 
the Council by agreement between the member governments. 

(4) (1) Whenever the Council is considering a question of 
direct interest to a state not represented thereon, such state 
should be invited to send representatives to participate in the 
discussion and study of that question. 

(II) The Council may adapt its procedure to the particular 
problems under consideration. In some cases it may hold its 
own preliminary discussions prior to the participation of other 
interested states. In other cases, the Council may convoke a 
formal conference of the state chiefly interested in seeking a 
solution of the particular problem. 

(The following sections of the agreement were not 
previously published. ) 

b. It was agreed that the three governments should each 
address an identical invitation to the governments of China and 
France to adopt this text and to join in establishing the Coun- 
cil. The text of the approved invitation was as follows: 

Council of Foreign Ministers draft for identical invi- 
tation to be sent separately by each of the three govern- 
ments to the governments of China and France. 


The governments of the United Kingdom, the United States 
and the U.S.S.R. consider it necessary to begin without delay 
the essential preparatory work upon the peace settlements in 
Europe. To this end they are agreed that there should be 
established a Council of Foreign Ministers of the five great 
powers to prepare treaties of peace with the European enemy 
states, for submission to the United Nations. The Council 
would also be empowered to propose settlements of outstand- 
ing territorial questions in Europe and to consider such other 
matters as member governments might agree to refer to it. 

The text adopted by the three governments is as follows: 

(Here insert final agreed text of the proposal.) 

“In agreement with the governments of the United States 
and U.S.S.R., His Majesty’s Government in the United King- 
dom and U.S.S.R., the United States Government, the United 
Kingdom and the Soviet Government extend a cordial invita- 
tion to the Government of China (France) to adopt the text 
quoted above and to join in setting up the Council. His Maj- 
esty’s Government, the United States Government, the Soviet 
Government attach much importance to the participation of 
the Chinese Government (French Government) in the pro- 
posed arrangements and they hope to receive an early and 
favorable reply to this invitation.” 

c. It was understood that the establishment of the Council 
of Foreign Ministers for the specific purposes named in the 
text would be without prejudice to the agreement of the 
Crimea Conference that there should be periodical consulta- 
tion between the foreign secretaries of the United States, the 
Union of Soviet Socialist Republics and the United Kingdom. 

d. The Conference also considered the position of the 
European Advisory Commission in the light of the agreement 
to establish the Council of Foreign Ministers. It was noted with 
satisfaction that the Commission had ably discharged its prin- 
cipal tasks by the recommendations that it had furnished for 
the terms of surrender for Germany, for the zones of occupa- 
tion in Germany and Austria and for the inter-Allied control 
machinery in those countries. It was felt that further work of a 
detailed character for the co-ordination of Allied policy for the 
control of Germany and Austria would in future fall within 
the competence of the Control Council at Berlin and the Allied 
Commission at Vienna. Accordingly, it was agreed to recom- 
mend that the European Advisory Commission be dissolved. 

(End of previously unpublished sections. ) 


II. The Principles To Govern the Treatment of 
Germany in the Initial Control Period 


A. Political Principles 


(1) In accordance with the agreement on control ma- 
chinery in Germany, supreme authority in Germany is exer- 
cised, on instructions from their respective governments, by 
the commanders in chief of the armed forces of the United 
States of America, the United Kingdom, the Union of Soviet 
Socialist Republics and the French Republic, each in his own 
zone of occupation, and also jointly, in matters affecting Ger- 
many as a whole, in their capacity as members of the Con- 
trol Council. 

(2) So far as is practicable, there shall be uniformity of 
treatment of the German population throughout Germany. 

(3) The purposes of the occupation of Germany by which 
the Control Council shall be guided are: 

(1) The complete disarmament and demilitarization of Ger- 
many and the elimination or control of all German industry 
that could be used for military production. To these ends: 

(a) All German land, naval and air forces, the SS, SA, SD 
and Gestapo, with all their organizations, staffs and institu- 
tions, including the general staff, the officers’ corps, reserve 
corps, military schools, war veterans organizations and all 
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other military and semimilitary organizations, together with 
all clubs and associations which serve to keep alive the mili- 
tary tradition in Germany, shall be completely and finally 
abolished in such manner as permanently to prevent the re- 
vival or reorganization of German militarism and nazism; 

(b) All arms, ammunition and implements of war and all 
specialized facilities for their production shall be held at the 
disposal of the Allies or destroyed. The maintenance and pro- 
duction of all aircraft and all arms, ammunition and imple- 
ments of war shall be prevented. 

(Il) To convince the German people that they have suf- 
fered a total military defeat and that they cannot escape 
responsibility for what they have brought upon themselves, 
since their own ruthless warfare and the fanatical Nazi re- 
sistance have destroyed German economy and made chaos 
and suffering inevitable. 

(111) To destroy the National Socialist Party and its affii- 
ated and supervised organizations, to dissolve all Nazi institu- 
tions, to insure that they are not revived in any form and to 
prevent all Nazi and militarist activity or propaganda. 

(IV) To prepare for the eventual reconstruction of German 
political life on a democratic basis and for eventual peaceful 
co-operation in international life by Germany. 

(4) All Nazi laws which provide the basis of the Hitler 
regime or estaolished discriminations on grounds of race, creed 
or political opinion shall be abolished. No such discrimina- 
tions, whether legal, administrative or otherwise, shall be 
tolerated. 

(5) War criminals and those who have participated in 
planning or carrying out Nazi enterprises involving or result- 
ing in atrocities or war crimes shall be arrested and brought 
to judgment. Nazi leaders, influential Nazi supporters and high 
officials of Nazi organizations and institutions and any other 
persons dangerous to the occupation or its objectives shall be 
arrested and interned. 

(6) All members of the Nazi Party who have been more 
than nominal participants in its activities and all other persons 
hostile to Allied purposes shall be removed from public and 
semipublic office and from positions of responsibility in im- 
portant private undertakings. Such persons shall be replaced 
by persons who, by their political and moral qualities, are 
deemed capable of assisting in developing genuine democratic 
institutions in Germany. 

(7) German education shall be so controlled as completely 
to eliminate Nazi and militarist doctrines and to make possible 
the successful development of democratic ideas. 

(8) The judicial system will be reorganized in accordance 
with the principles of democracy, of justice under law and of 
equal rights for all citizens without distinction of race, nation- 
ality or religion. 

(9) The administration in Germany should be directed 
toward the decentralization of the political structure and the 
development of local responsibility. To this end: 

(1) Local self-government shall be restored throughout 
Germany on democratic principles and in particular through 
elective councils as rapidly as is consistent with military se- 
curity and the purposes of military occupation; 

(11) All democratic political parties with rights of assembly 
and of public discussion shall be allowed and encouraged 
throughout Germany; 

(111) Representative and elective principles shall be intro- 
duced into regional, provincial and state (Land) administra- 
tion as rapidly as may be justified by the successful applica- 
tion of these principles in local self-government; 

(IV) For the time being, no central German Government 
shall be established. Notwithstanding this, however, certain 
essential central German administrative departments, headed 
by state secretaries, shall be established, particularly in the 
fields of finance, transport, communications, foreign trade and 
industry. Such departments will act under the direction of the 
Control Council. 

(10) Subject to the necessity for maintaining military se- 
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curity, freedom of speech, press and religion shall be per- 
mitted, and religious institutions shall be respected. Subject 
likewise to the maintenance of military security, the formation 
of free trade unions shall be permitted. 


B. Economic Principles 


(11) In order to eliminate Germany’s war potential, the 
production of arms, ammunition and implements of war as 
well as all types of aircraft and sea-going ships shall be pro- 
hibited and prevented. Production of metals, chemicals, ma- 
chinery and other items that are directly necessary to a war 
economy shall be rigidly controlled and restricted to Ger- 
many s approved postwar peacetime needs to meet the objec- 
tives stated in Paragraph 15. Productive capacity not needed 
for permitted production shall be removed in accordance with 
the reparations plan recommended by the Allied Commission 
on Reparations and approved by the governments concerned, 
or if not removed, shall be destroyed. 

(12) At the earliest practicable date, the German economy 
shall be decentralized for the purpose of eliminating the pres- 
ent excessive concentration of economic power as exemplified 
in particular by cartels, syndicates, trusts and other monopolis- 
tic arrangements. 

(13) In organizing the German economy, primary emphasis 
shall be given to the development of agriculture and peaceful 
domestic industries. 

(14) During the period of occupation Germany shall be 
treated as a single economic unit. To this end, common policies 
shall be established in regard to: 

(a) Mining and industrial production and its allocation; 

(b) Agriculture, forestry and fishing; 

(c) Wages, prices and rationing; 

(d) Import and export programs for Germany as a whole; 

(e) Currency and banking, central taxation and customs; 

(f) Reparation and removal of industrial war potential; 

(g) Transportation and communications. 

In applying these policies, account shall be taken, where 
appropriate, of varying local conditions. 

(15) Allied controls shall be imposed upon the German 
economy, but only to the extent necessary: 

(a) To carry out programs of industrial disarmament, ,de- 
militarization, of reparations and of approved exports and 
imports. 

(b) To assure the production and maintenance of goods 
and services required to meet the needs of the occupying 
forces and displaced persons in Germany and essential to 
maintain in Germany average living standards not exceeding 
the average of the standards of living of European countries. 
(European countries means all European countries, excluding 
the United Kingdom and the U.S.S.R.) 

(c) To insure in the manner determined by the Central 
Council the equitable distribution of essential commodities 
between the several zones so as to produce a balanced econ- 
omy throughout Germany and reduce the need for imports. 

(d) To control German industry and all economic and 
financial international transactions, including exports and im- 
ports, with the aim of preventing Germany from developing a 
war potential and of achieving the other objectives named 
herein. 

(e) To control all German public and private scientific 
bodies, research and experimental institutions, laboratories. 
etc., connected with economic activities., 

(16) In the imposition and maintenance of economic con- 
trols established by the Control Council, German administra- 
tive machinery shall be created and the German authorities 
shall be required to the fullest extent practicable to proclaim 
and assume administration of such controls. Thus it should be 
brought home to the German people that the responsibility for 
the administration of such controls and any breakdown in 
these controls will rest with themselves. Any German controls 
which may run counter to the objectives of occupation will 
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(17) Measures shall be promptly taken: 

(a) To effect essential repair of transport; 

(b) To enlarge coal production; 

(c) To maximize agricultural output; and 

(d) To effect emergency repair of housing and essential 
utilities. 

(18) Appropriate steps shall be taken by the Control Coun- 
cil to exercise control and the power of disposition over Ger- 
man-owned external assets not already under the control of 
United Nations which have taken part in the war against 
Germany. 

(19) Payment of reparations should leave enough resources 
to enable the German peopie to subsist without external as- 
sistance. In working out the economic balance of Germany, the 
necessary means must be provided to pay for imports approved 
by the Control Council in Germany. The proceeds of exports 
from current production and stocks shall be available in the 
first place for payment for such imports. 

The above clause will not apply to the equipment and prod- 
ucts referred to in Paragraphs 4 (a) and 4 (b) of the repara- 
tions agreement. 


Ilf. Reparations from Germany 


(1) Reparation claims of the U.S.S.R. shall be met by re- 
movals from the zone of Germany occupied by the U.S.S.R. 
and from appropriate German external assets. 

(2) The U.S.S.R. undertakes to settle the reparation claims 
of Poland from its own share of reparations. 

(3) The reparation claims of the United States, the United 
Kingdom and other countries entitled to reparations shall be 
met from the Western zones and from appropriate German 
external assets. 

(4) In addition to the reparations to be taken by the 
U.S.S.R. from its own zone of occupation, the U.S.S.R. shall 
receive additionally from the Western zones: 

(a) Fifteen per cent of such usable and complete industrial 
capital equipment, in the first place from the metallurgical, 
chemical and machine manufacturing industries as is unneces- 
sary for the German peace economy and should be removed 
from the Western zones of Germany, in exchange for an 
equivalent value of food, coal, potash, zinc, timber, clay 
products, petroleum products and such other commodities as 
may be agreed upon. 

(b) Ten per cent of such industrial capital equipment as is 
unnecessary for the German peace economy and should be 
removed from the Western zones, to be transferred to the 
Soviet Government on reparations account without payment 
or exchange of any kind in return. 

Removals of equipment as provided in (a) and (b) above 
shall be made simultaneously. 

(5) The amount of equipment to be removed from the 
Western zones on account of reparations must be determined 
within six months from now at the latest. 

(6) Removals of industrial capital equipment shall begin as 
soon as possible and shall be completed within two years from 
the determination specified in Paragraph 5. The delivery of 
products covered by 4 (a) above shall begin as soon as possible 
and shall be made by the U.S.S.R. in agreed installments 
within five years of the date hereof. The determination of the 
amount and character of the industrial capital equipment un- 
necessary for the German peace economy and therefore avail- 
able for reparation shall be made by the Control Council under 
policies fixed by the Allied Commission on Reparations, with 
the participation of France, subject to the final approval of 
the zone commander in the zone from which the equipment 
is to be removed. 

(7) Prior to the fixing of the total amount of equipment 
subject to removal, advance deliveries shall be-made in respect 
to such equipment as will be determined to be eligible for 
delivery in accordance with the procedure set forth in the last 
sentence of paragraph 6. 

(8) The Soviet Government renounces all claims in respect 


of reparations to shares of German enterprises which are 
located in the Western zones of Germany as well as to German 
foreign assets in all countries except those specified in Para- 
graph 9 below. 

(9) The Governments of the U. K. and U.S.A. renounce all 
claims in respect of reparations to shares of German enterprises 
which are located in the Eastern zone of occupation in Ger- 
many, as well as to German foreign assets in Bulgaria, Finland, 
Hungary, Romania and Eastern Austria. 

(10) The Soviet Government makes no claims to gold cap- 
tured by the Allied troops in Germany. 

(The following sections of the agreement were not pre- 
viously published. ) 


IV. Disposal of the German Navy 
and Merchant Marine 


A. The following principles for the distribution of the 
German Navy were agreed: 


(1) The total strength of the German surface navy, exclud- 
ing ships sunk and those taken over from Allied nations, but 
including ships under construction or repair, shall be divided 
equally among the U.S.S.R., U.K., and U.S.A. 

(2) Ships under construction or repair mean those ships 
whose construction or repair may be completed within three 
to six months, according to the type of ship. Whether such 
ships under construction or repair shall be complete or re- 
paired shall be determined by the technical commission ap- 
pointed by the three powers and referred to below, subject to 
the principle that their completion or repair must be achieved 
within the time limits above provided, without any increase of 
skilled employment in the German shipvards and without per- 
mitting the reopening of any German shipbuilding or con- 
nected industries. Completion date means the date when a 
ship is able to go out on its first trip, or, under peacetime 
standards, would refer to the customary date of delivery by 
shipyard to the government. 

(3) The larger part of the German submarine fleet shall be 
sunk. Not more than 30 submarines shall be preserved and 
divided equally between the U.S.S.R., U.K. and U.S.A. for 
experimental and technical purposes. 

(4) All stocks of armament, ammunition and supplies of 
the German Navy appertaining to the vessels transferred 
pursuant to Paragraphs 1 and 3 hereof shall be handed over to 
the respective powers receiving such ships. 

(5) The three governments agree to constitute a tripartite 
naval commission comprising two representatives for each 
government, accompanied by the requisite staff, to submit 
agreed recommendations to the three governments for the 
allocation of specific German warships and to handle other 
detailed matters arising out of the agreement between the 
three governments regarding the German Fleet. The commis- 
sion will hold its first meeting not later than 15 Aug., 1945, in 
Berlin, which shall be its headquarters. Each delegation on 
the commission will have the right on the basis of reciprocity 
to inspect German warships wherever they may be located. 

(6) The three governments agreed that transfers, including 
those of ships under construction and repair, shall be com- 
pleted as soon as possible, but not later than 15 Feb., 1946. 
The commission will submit fortnightly reports, including pro- 
posals for the progressive allocation of the vessels when agreed 
by the commission. 


B. The following principles for the distribution of the 
German merchant marine were agreed: 


(1) The German merchant marine, surrendered to the 
three powers and wherever located, shall be divided equally 
among the U.S.S.R., the U.K. and the U.S.A. The actual trans- 
fers of the ships to the respective countries shall take place 
as soon as practicable after the end of the war against Japan. 
The United Kingdom and the United States will provide out 
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of their shares of the surrendered German merchant ships 
appropriate amounts for other allied states whose merchant 
marines have suffered heavy losses in the common cause 
against Germany, except that the Soviet union shall provide 
out of its share for Poland. 

(2) The allocation, manning and operation of these ships 
during the Japanese war period shall fall under the cognizance 
and authority of the Combined Shipping Adjustment Board 
and the United Maritime Authority. 

(3) While actual transter of the ships shall be delayed un- 
til after the end of the war with Japan, a tripartite shipping 
commission shall inventory and value all available ships and 
recommend a specific distribution in accordance with Para- 
graph 1. 

(4) German inland and coastal ships determined to be 
necessary to the maintenance of the basic German peace 
economy by the Allied Control Council of Germany shall not 
be included in the shipping pool thus divided among the 
three powers. 

(5) The three governments agree to constitute a tripartite 
merchant marine commission comprising two representatives 
for each Government, accompanied by the requisite staff, to 
submit agreed recommendations to the three governments for 
the allocation of specific German merchant ships and to handle 
other detailed matters arising out of the agreement between 
the three governments regarding the German merchant ships. 
The commission will hold its first meeting not later than Sept. 
1, 1945, in Berlin, which shall be its headquarters. Each dele- 
gation on the commission will have the right on the basis of 
reciprocity to inspect the German merchant ships wherever 
they may be located. 

(End of previously unpublished sections. ) 


V. City of Konigsberg and the Adjacent Area 

The Conference examined a proposal by the Soviet Govern- 
ment to the effect that, pending the final determination of 
territorial questions at the peace settlement, the section of 
the Western frontier of the Union of Soviet Socialist Repub- 
lics which is adjacent to the Baltic Sea should pass from a 
point on the Eastern shore of the Bay of Danzig to the east, 
north of Braunsberg-Goldap, to the meeting point of the 
frontiers of Lithuania, the Polish Republic and East Prussia. 

The Conference has agreed in principle to the proposal of 
the Soviet Government concerning the ultimate transfer to 
the Soviet Union of the City of Kénigsberg and the area 
adjacent to as described above, subject to expert examination 
of the actual frontier. 

The President of the United States and the British Prime 
Minister have declared that they will support the proposal 
of the Conference at the forthcoming peace settlement. 


VI. War Criminals 


The three governments have taken note of the discussions 
which have been proceeding in recent weeks in London be- 
tween British, United States, Soviet and French representa- 
tives with a view to reaching agreement on the methods of 
trial of these major war criminals whose crimes under the 
Moscow Declaration of October 1943 have no _ particular 
geographical localization. The three governments reaffirm 
their intention to bring these criminals to swift and sure 
justice. They hope that the negotiations in London will result 
in speedy agreement being reached for this purpose, and they 
regard it as a matter of great importance that the trial of 
these major criminals should begin at the earliest possible date. 
The first list of defendants will be published before Sep- 
tember 1. 


VII. Austria 


The Conference examined a proposal by the Soviet Gov- 
ernment on the extension of the authority of the Austrian 
Provisional Government to all of Austria. The three govern- 
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ments agreed that they were prepared to examine this ques- 
tion after the entry of the British and American forces into 
the City of Vienna. 

(The following sentence was not published at the time 
other sections of the agreement were made public, but 
was disclosed by Gen. Mark W. Clark during discussions 
on Austria. ) 

It was agreed that reparations should not be exacted from 
Austria. 


VIII. Poland 


A. Declaration 


We have taken note with pleasure of the agreement reached 
among representative Poles from Poland and abroad which has 
made possible the formation, in accordance with the decisions 
reached at the Crimea Conference, of a Polish Provisional 
Government of National Unity recognized by the three powers. 
The establishment by the British and the United States Gov- 
ernments of diplomatic relations with the Polish Provisional 
Government of National Unity has resulted in the withdrawal 
of their recognition from the former Polish Government in 
London, which no longer exists. 

The British and United States Governments have taken 
measures to protect the interest of the Polish Provisional 
Government of National Unity as the recognized Government 
of the Polish State in the property belonging to the Polish 
State located in their territories and under their control, 
whatever the form of this property may be. They have further 
taken measures to prevent alienation to third parties of such 
property. All proper facilities will be given to the Polish 
Provisional Government of National Unity for the exercise 
of the ordinary legal remedies for the recovery of any property 
belonging to the Polish State which may have been wrong- 
fully alienated. 

The three powers are anxious to assist the Polish Provi- 
sional Government of National Unity in facilitating the return 
to Poland as soon as practicable of all Poles abroad who wish 
to go, including members of the Polish armed forces and the 
merchant marine. They expect that those Poles who return 
home shall be accorded personal and property rights on the 
same basis as all Polish citizens. 

The three powers note that the Polish Provisional Govern- 

ment of National Unity, in accordance with the decisions of 
the Crimea Conference, has agreed to the holding of free and 
unfettered elections as soon as possible on the basis of uni- 
versal suffrage and secret ballot, in which all democratic and 
anti-Nazi parties shall have the right to take part and to put 
forward candidates, and that representatives of the Allied 
press shall enjoy full freedom to report to the world upon 
developments in Poland before and during the elections. 
- In conformity with the agreement on Poland reached at 
the Crimea Conference, the three heads of government have 
sought the opinion of the Polish Provisional Government of 
National Unity in regard to the accession of territory in the 
north and west which Poland should receive. The President 
of the National Council of Poland and members of the Polish 
Provisional Government of National Unity have been re- 
ceived at the conference and have fully presented their views. 
The three heads of government reaffirm their opinion that the 
final delimitation of the Western frontier of Poland should 
await the peace settlement. 

The three heads of government agree that, pending the 
final determination of Poland’s Western frontier, the former 
German territories east of a line running from the Baltic Sea 
immediately west of Swinemuende, and thence along the 
Oder River to the confluence of the Western Neisse River 
and along the Western Neisse to the Czechoslovak frontier, 
including that portion of East Prussia not placed under the 
administration of the Union of Soviet Socialist Republics in 
accordance with the understanding reached at this conference 
and including the area of the former Free City of Danzig, 
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shall be under the administration of the Polish state and for 
such purposes should not be considered as part of the Soviet 
zone of occupation in Germany. 


IX. Conclusion of Peace Treaties and Admission 
to the United Nations Organization 


The three governments consider it desirable that the 
present anomalous position of Italy, Bulgaria, Finland, Hun- 
gary, and Romania should be terminated by the conclusion of 
peace treaties. They trust that the other interested Allied gov- 
ernments will share these views. 

For their part, the three governments have included the 
preparation for a peace treaty for Italy as the first among the 
immediate important tasks to be undertaken by the new 
Council of Foreign Ministers, Italy was the first of the Axis 
powers to break with Germany, to whose defeat she has made 
a material contribution, and has now joined with the Allies 
in the struggle against Japan. Italy has freed herself from the 
Fascist regime and is making good progress toward re-estab- 
lishment of a democratic government and institutions. The 
conclusion of such a peace treaty with a recognized and demo- 
cratic Italian government will make it possible for the three 
governments to fulfill their desire to support an application 
from Italy for membership of the United Nations. 

The three governments have also charged the Council of 
Foreign Ministers with the task of preparing peace treaties 
for Bulgaria, Finland, Hungary and Romania. The conclu- 
sion of peace treaties with recognized democratic govern- 
ments in these states will also enable the three governments 
to support applications from them for membership of the 
United Nations. The three governments agree to examine 
each separately in the near future, in the light of the condi- 
tions then prevailing, the establishment of diplomatic rela- 
tions with Finland, Romania, Bulgaria and Hungary to the 
extent possible prior to the conclusion of peace treaties with 
those countries. 

The three governments have no doubt that in view of the 
changed conditions resulting from the termination of the war 
in Europe, representatives of the Allied press will enjoy full 
freedom to report to the world upon developments in Ro- 
mania, Bulgaria, Hungary and Finland. 

As regards the admission of other states into the United 
Nations organization, Article 4 of the Charter of the United 
Nations declares that: 

“1. Membership in the United Nations is open to all 
other peace-loving states who accept the obligations con- 
tained in the present Charter and, in the judgment of the 
organization, are able and willing to carry out these 
obligations. 

“2. The admission of any such state to membership in 
the United Nations will be effected by a decision of the 
General Assembly upon the recommendation of the Se- 
curity Council.” 

The three governments, so far as they are concerned, will 
support applications for membership from those states which 
have remained neutral during the war and which fulfill the 
qualifications set out above. 

The three governments feel bound, however, to make it 
clear that they, for their part, would not favor any application 
for membership put forward by the present Spanish Govern- 
ment, which, having been founded with the support of the 
Axis powers, does not, in view of its origins, its nature, its 
record and its close association with the aggressor states, 
possess the qualifications necessary to justify such membership. 


X. Territorial Trusteeship 


The Conference examined a proposal by the Soviet Govern- 
ment on the question of trusteeship territories as defined in 
the decisions of the Crimea Conference and in the Charter 
of the United Nations organization. 


After an exchange of views on this question, it was decided 
that the disposition of any former Italian colonial territories 
was one to be decided in connection with the preparation of 
a peace treaty for Italy and that the question of Italian colonial 
territory would be considered by the September Council of 
Ministers of Foreign Affairs. 


XI. Revised Allied Control Commission 
Procedure in Romania, Bulgaria and Hungary 


The three governments took note that the Soviet repre- 
sentatives on the Allied Control Commissions in Romania, 
Bulgaria and Hungary have communicated to their United 
Kingdom and United States colleagues proposals for improving 
the work of the Control Commissions, now that hostilities in 
Europe have ceased. 

The three governments agreed that the revision of the pro- 
cedures of the Allied Control Commissions in these countries 
would now be undertaken, taking into account the interests 
and responsibilities of the three governments which together 
presented the terms of armistice to the respective countries, 
and accepting as a basis, in respect of all three countries, the 
Soviet Government’s proposals for Hungary as annexed hereto. 


Annex I 
XII. Orderly Transfer of German Populations 


The three governments, having considered the question in 
all its aspects, recognize that the transfer to Germany of Ger- 
man populations, or elements thereof, remaining in Poland, 
Czechoslovakia and Hungary will have to be undertaken. 
They agree that any transfers that take place should be ef- 
fected in an orderly and humane manner. 

Since the influx of a large number of Germans into Ger- 
many would increase the burden already resting on the occu- 
pying authorities, they consider that the Control Council in 
Germany should in the first instance examine the problem, 
with special regard to the question of the equitable distribu- 
tion of these Germans among the several zones of occupation. 
They are accordingly instructing their respective representa- 
tives on the Control Council to report to their Governments 
as soon as possible the extent to which such persons have 
already entered Germany from Poland, Czechoslovakia and 
Hungary and to submit an estimate of the time and rate at 
which further transfers could be carried out, having regard 
to the present situation in Germany. 

The Czechoslovak Government, the Polish Provisional Gov- 
ernment, and the Control Council in Hungary are at the same 
time being informed of the above and are being requested 
meanwhile to suspend further expulsions pending an examina- 
tion by the governments concerned of the report from their 
representatives on the Control Council. 

(The following sections were not previously pub- 


lished. ) 


XIII. Oil Equipment in Romania 


The Conference agreed to set up two bilateral commis- 
sions of experts, one to be composed of United Kingdom and 
Soviet members, and one to be composed of United States and 
Soviet members, to investigate the facts and examine the docu- 
ments, as a basis for the settlement of questions arising from 
the removal of oil equipment in Romania. It was further 
agreed that these experts shall begin their work within 10 
days, on the spot. 


XIV. Iran 


It was agreed that Allied troops should be withdrawn im- 
mediately from Tehran and that further stages of the with- 
drawal of troops from Iran should be considered at the meet- 
ing of the Council of Foreign Ministers to be held in London 
in September 1945. 
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XV. The International Zone of Tangier 


A proposal by the Soviet Government was examined and 
the following decisions were reached: 

Having examined the question of the Zone of Tangier, the 
three governments have agreed that this zone, which includes 
the City of Tangier and the area adjacent to it, in view of its 
special strategic importance, shall remain international. 

The question of Tangier will be discussed in the near future 
at a meeting in Paris of representatives of the governments 
of the Union of Soviet Socialist Republics, the United States 
of America, the United Kingdom and France. 


XVI. The Black Sea Straits 


The three governments recognize that the convention con- 


cluded at Montreux should be revised as failing to meet © 


present-day conditions. 

It was agreed that, as the next step, the matter should be 
the subject of direct conversations between each of the three 
governments and the Turkish Government. 


XVII. International Inland Waterways 


The Conference considered a proposal of the United States 
delegation on this subject and agreed to refer it for considera- 
tion to the forthcoming meeting of the Council of Foreign 
Ministers in London. 


XVIII. European Inland Transport Conference 


The British and United States delegations to the Conference 
informed the Soviet delegation of the desire of the British and 
United States Governments to reconvene the European Inland 
Transport Conference and stated that they would welcome 
assurance that the Soviet Government would participate in the 
work of the reconvened Conference. The Soviet Government 
agreed that it would participate in this conference. 


XIX. Directives to Military Commanders on 
Allied Control Council for Germany 


The three governments agreed that each would send a 
directive to its representative on the Control Council for Ger- 
many informing him of all decisions of the conference aftect- 
ing matters within the scope of his duties. 


XX. Use of Allied Property for Satellite 
Reparations or “War Trophies” 


The proposal (Annex II) presented by the United States 
delegation was accepted in principle by the Conference, but 
the drafting of an agreement on the matter was left to be 
worked out through diplomatic channels. 

(End of previously unpublished sections. ) 


XXI. Military Talks 


During the conference there were meetings between the 
chiefs of staff of the three governments on military matters 
of common interest. 

(Annex I and Annex II, following, were previously 
unpublished. ) 


Annex I 


Text of a letter transmitted on July 12 to the representatives 
of the United States and United Kingdom governments on the 
Allied Control Commission in Hungary. 

“In view of the changed situation in connection with the 
termination of the war against Germany, the Soviet Govern- 
ment finds it necessary to establish the following order of 
work for the Allied Control Commission in Hungary. 

“(1) During the period up to the conclusion of peace with 
Hungary the president (or vice president) of the ACC will 
regularly call conferences with the British and American rep- 
resentatives for the purpose of discussing the most important 
questions relating to the work of the ACC. The conferences 
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will be called once in 10 days, or mure frequently in case 
of need. 

“Directives of the ACC on questions of principle will be 
issued to the Hungarian authorities by the president of the 
Allied Control Commission after agreement on these directives 
with the English and American representatives. 

“(2) The British and American representatives in the ACC 
will take part in general conferences of heads of divisions and 
delegates of the ACC, convoked by the president of the ACC, 
which meetings will be regular in nature. The British and 
American representatives will also participate personally or 
through their representatives in appropriate instances in mixed 
commissions created by the president of the ACC for ques- 
tions connected with the execution by the ACC of its functions. 

“(3) Free movement by the American and British repre- 
sentatives in the country will be permitted, provided that the 
ACC is previously informed of the time and route of the 
journeys. 

“(4) All questions connected with permission for the en- 
trance and exit of members of the staff of the British and 
American representatives in Hungary will be decided on the 
spot by the president of the ACC within a time limit of not 
more than one week. 

“(5) The bringing in and sending out by plane of mail, 
cargoes and diplomatic couriers will be carried out by the 
British and American representatives on the ACC under ar- 
rangements and within time limits established by the ACC, 
or in special cases by previous co-ordination with the president 
of the ACC. 

“I consider it necessary to add to the above that, in all other 
points, the existing statutes regarding the ACC in Hungary, 
which was confirmed on Jan. 20, 1945, shall remain in force 
in the future.” 


Annex II 


Use of Allied property for satellite reparations or “war 
trophies.” 

(1) The burden of reparation and “war trophies” should 
not fall on Allied nationals. 

(2) Capital equipment. We object to the removal of such 
Allied property as reparations, “war trophies” or under any 
other guise. Loss would accrue to Allied nationals as a result 
of destruction of plants and the consequent loss of markets 
and trading connections. Seizure of Allied property makes 
impossible the fulfillment by the satellite of its obligation 
under the armistice to restore intact the rights and interests 
of the Allied nations and their nationals. 

The United States looks to the other occupying powers for 
the return of any equipment already removed and the cessa- 
tion of removals. Where such equipment will not or cannot be 
returned, the United States will demand of the satellite ade- 
quate, effective and prompt compensation to American na- 
tionals and that such compensation have priority equal to 
that of the reparations payment. 

These principles apply to all property wholly or substan- 
tially owned by Allied nationals. In the event of removals of 
property in which the American as well as the entire Allied 
interest is less than substantial, the United States expects 
adequate, effective and prompt compensation. 

(3) Current production. While the United States does not 
oppose reparation out of current production of Allied invest- 
ments, the satellite must provide immediate and adequate 
compensation to the Allied nationals, including sufficient for- 
eign exchange or products, so that they can recover reasonable 
foreign currency expenditures and transfer a reasonable return 
on their investment. Such compensation must also have equal 
priority with reparations. 

We deem it essential that the satellites not conclude treaties, 
agreements or arrangements which deny to Allied nationals 
access, on equal terms, to their trade, raw materials and in- 
dustry; and appropriately modify any existing arrangements 
which may have that effect. 
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In terms of U.S. goods to be exported, this is what U.S. aid to Greece is 
to mean during the next 15 months..... 

Arms, ammunition, clothing, rations and other equipment worth $150,000,000 
will go to the Greek army. Most of this will come from U.S. and British stocks. 

The civilian part of the program comes to another $150,000,000. In spe- 
cific terms, this money is likely to be spent as follows: 

Equipment and materials going to Greece will total $50,000,000. 

Restoration of the Greek transportation system will require rolling stock, 
locomotives, rails, structural steel, road machinery, earth movers. 

Restoration of utilities and communications will require wire, telephone 
and telegraph equipment, electric generating machinery. 

Irrigation and drainage projects will require hydraulic dredges, drag 
lines, bulldozers, tractors, power shovels. 

Industrial equipment and parts will be needed for damaged factories. 
Another $20,000,000 will be allocated for agricultural rehabilitation. 
Important items will be livestock, farm machinery, and food processing equipment. 

The remaining $80,000,000 will be spent on consumer goods to be sent into 
Greece to curb the present inflation and to prevent new pressures from forming 
as a result of the aid program. Otherwise, the employment and purchasing power 
to be generated in Greece by U.S. aid might cause further price rises. 

Aside from this $300,000,000 program, at least $50,000,000 more will be 
expended by the U.S. for relief purposes in Greece. This will be part of the 
$350,000,000 relief fund now being sought from the U.S. Congress. Most of this 
money will go for food and clothing, heretofore provided through UNRRA. 

But the next 15 months are to see a switch from the general type of pur- 
chasing for relief needs to more concentrated buying of specific equipment for 
specific projects. U.S. procurement agencies are likely to do this buying. 
































Other U.S. loans or grants similarly are to be earmarked for specific 
projects. Part of the $100,000,000 to be granted Turkey will go into railroad 

equipment and rolling stock. Korea probably will get $200,000,000 for purchase 
of such things as grain, fertilizer, cotton, textile machinery parts, road- 
building machinery and transportation equipment. 

The new U.S. policy of widespread aid around the Russian rim will put U.S. 
machinery and equipment in some places Lend-Lease couldn't reach. U.S. manu- 
Pacturers see a long-term advantage in U. S. machinery and equipment following 
the flag. Repeat orders and parts business should result. 
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WORLD CO\LILRCE AND INDUSTRY-- (Continued) 


Money troubles are spreading around the world..e.e. 
Too many countries are money poor, have too much inconvertible currency of 
other countries, too much “soft" currency. : 

"Hard" currencies, the kind that can be readily converted, such as dollars, 
Argentine pesos and Swiss frances, are all too scarce. 

Sweden, for example, is brought to restriction of imports by loss of dol- 
lars and Swiss francs. But she is fairly well supplied with “soft" currencies. 

Canada runs a big export surplus, but can't convert much of her surplus 
into the U.S. dollars she needs to pay for U.S. imports. 

Britain accumulates Western European currencies but can't put them to use 
reducing her accounts with the dollar cauntries. " 

Czechoslovakia is piling up stacks of European money, as exports mount 
faster than imports. But dollars are scarce. 

Now, Latin-American countries are beginning to feel the same pinch. 

Brazil, Peru, Chile, Uruguay have been selling increasing quantities of 
goods in European markets, but now are beginning to look askance at their growe 
ing piles of Belgian and French francs and Czech crowns. 























What all this means is: 
Temptation will grow for some of these countries to trade more with the 
"soft" currency countries, less with the “hard" currency countries. This will 
become easier as the variety and quantity of exports from the “soft" countries 
expands. Now only the “hard" countries can offer everything needed. 

Such a trend toward channelized trade would mean more bilateral agreements 
and clearing arrangements, a return to the prewar jungle in world commerce. 

This is precisely what the U.S. wants to avoid, what the U.S. will be 
fighting against at the Geneva conference on world trade opening this month. 

Unfettered trade depends on a free flow of goods and easy convertibility 
of one kind of currency into another. That's the goal of the U.S. 

But it's a distant goal. Meanwhile, most countries need more dollars to 
give them an acceptable money of account for dealings anywhere. | 

More U.S. loans, more U.S. imports will be necessary to place dollars 
abroad. That is the method of most direct help at the moment. 

Indirect help is intended by U.S. oral and financial support of the World 
Bank and the International Monetary Fund. 

The Bank can make loans to straighten out balance-of-payments .problems. 

The Fund can sell currencies to tide countries over seasonal or temporary 
problems caused by shortages of currencies needed in their external trade. 

But most of the present problems seem to be long-term and therefore are 
mainly in the Bank's bailiwick. Trouble is that the Bank is unlikely to make 
loans to meet problems of payments for,some time to come. Reconstruction loans 
will have to come first, if Bank securities are to be palatable to U.S. investors. 

Full convertibility of sterling in current transactions, promised by the 
British for July 15, will help Canada, Brazil, Sweden, Italy and other coun- 
tries. But Britain's ability to maintain free convertibility beyond the spring 
of 1948, without further help in the form of dollar loans, is questionable. 

It all adds up to this: Not only will U.S. loans be necessary for political 
reasons and to prime the world's pumps but to oil the creaking machinery of 
trade, to provide funds acceptable the worfd over. Looked at from any angle, 
it's a dollar world. Dollars are more useful than rubles. 
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THE RUHR: KEY TO EUROPE’S FUTURE 


Will the Ruhr breed war or peace? The question hangs 


Critical importance of the Ruhr springs from its status 
over the peacemakers. Whatever the subject before the 


as the most concentrated industrial region in the world. 
Moscow conference, the image of the great Krupp works, Dutch 0 poepe Antwerp stevedores, Lorraine steelwork- 
shown above as it appeared before World War II, loomed ers depend on commerce and industry that originate from 
in the background. Russia and the U. S., whose delegations the products and materials of the Ruhr. When the Ruhr 
at Moscow are shown at left and at right, respectively, in declines, the pinch is felt by people as far away as Finland, 
the inset above, had dominant voices in the debate. But Portugal, Italy. 

the two other powers at the table held trump cards in A flourishing Ruhr can breed World War III by serving 


playing for the Ruhr. Britain had the advantage of physical 
possession and actual control. France's own territory was 
closest to the Ruhr. Fifty other nations that warred on 
Nazi Germany had proportionate stakes in the outcome, 
an equal concern for peace and stability. 


as the arsenal for a future aggressor. A depressed Ruhr 
can breed the same war out of the desperation that would 
spring up in a a Europe. The hope of Euro 
is a formula under which the machinery of the Ruhr will 
be geared to peace. 
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AGGRESSION of World War I was armed by the Ruhr. These guns were made DEFEAT in 1918 brought the de- _ ¢ 
in the great Krupp works, and all the sinews m § war were forged in the factories struction of the arms factories. These I 
clustered around the coal mines. In an earlier day Ruhr industries had built the machines were literally pounded into f 
cannons for the Franco-Prussian War, and after that war had grown and expanded junk. Then followed this order of 
under the stimulus of an enlarged, unified and nationalistic Germany. events: Germans resisted the treaty | 
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RECOVERY brought increased efficiency to both mines and factories. Coal miners’ AGGRESSION of World War II 
productivity rose 60 per cent as mines were modernized and mechanized, this kind was supplied by a Ruhr that had kept 
of machinery installed. Peak production of 130,000,000 tons, more than two thirds pace with the advancing arts of war, 
of Germany’s total, ehadel a surplus for export to a dozen other European as this Krupp tank factory suggests. 
countries. Later on Ruhr industrialists turned Nazi and continued to flourish. It was from Ruhr coal that Germany 
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terms. Europe suffered a coal famine. 
France occupied the Ruhr. Germans 
resisted the occupation. The Dawes 
Plan paved the way for a new lease on 
life a Ruhr industries and mines. 
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—International 


obtained the synthetic gasoline and 
lubricants that kept the Panzers run- 
ning. Coal, mined by slave labor, served 
as the raw material for we 
from explosives to synthetic butter. 
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PEACE brought industrial production for which Europe hungered. These engines 
were built in Ruhr factories. So were machines to equip the factories in other 
parts of Germany, other countries of Europe. Ruhr steel production started an 
upward climb to a peak of 17,600,000 tons annually, making Germany the greatest 
steel producer in Europe. Other factories turned out textiles and chemicals. 
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DEFEAT in 1945 found the destruction of the Ruhr already accomplished—by the 
same advancing arts of war that had plastered the area with bombs. Yet 
under this rubble, fully half the steel-making equipment was in working order. 
Much of the machinery could now be set in motion for a repetition of the fatal 
cycle, advancing through depression and disorder to recovery and aggression. 
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PRESENT DISEASE 


~—International 


WORKERS, nearly 5,000,000 people crowded into less 
than 2,000 square miles, were the real sufferers from the 
war. Because nearly a third of the most productive workers 
were war casualties, understaffed mines must depend on 
young novices and men prematurely aged by privation. 
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HOMES suffered greater damage from bombs than did 
the factories. This miner’s home is a, single cellar room, 
relatively intact though the building above it is rubble. 
Overcrowding and unsanitary conditions are a constant 
health hazard, contribute to inefficiency of Ruhr labor. 
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FOOD is so short that the British had a net bill of $320,- 
000,000 for one year’s food imports into their zone. These 
canteen meals for miners, now on a ration of 4,000 calories 
a day, are often shared with their families, for whom the 
official level is 1,550 calories, was as low as _ 1,000. 
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MINES must contend also with the rubble that has en- 
guifed them. This steam from a turbine running amid the 
wreckage is typical of operations without benefit of repairs 
and replacements. Run-down plants and undernourished 


workers add up to a 45 per cent loss a worker productivity. 





DOCTORS’ DISAGREEMENT 
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~International 
BRITAIN, whose soldiers supervise Ruhr production, 
would restore the Ruhr and make Germany self-supporting 
in order to eliminate costs Britain cannot afford. As insur- 
ance against future threats to peace, she would have 
Western European control of the Ruhr, a federal Germany. 
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~—intern. 
RUSSIA now wants a highly siti Ruhr because she 
has critical need for what she could take from it. Her 
formula: heavy reparations, a strong central government 
to facilitate control from the top, encouragement of com- 
munism through the SED Party and Communist unions. 








turopean 


FRANCE | failed to remove German war potential by this 
1923 occupation. Today she seeks above all else a per- 
manent guarantee of German military impotence. She 
would vote for full internationalization, exploit the mines 
for Western Europe’s benefit, throttle heavy industry. 





—International 


U. $. would like Ruhr tele to benefit and stabilize 
all Western Europe. By education and through groups 
such as this worker’s committee, democracy would 

encouraged. A stalemate in Russian-U. S. ee rivalry 


might split Europe through the middle o 
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U.S. May Show Flag 
In the Persian Gulf 


The Army and Navy, anticipating 
approval by the U.S. Congress, al- 
ready are assembling a group of se- 
lected officers to serve as a military 
mission to Greece. Included among 
the early choices is at least one mem- 
ber of the crack staff picked for the 
atomic bomb tests at Bikini in 1946. 
The idea is to make use of top talent 
wherever it can be found. 
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General of the Army Douglas Mac- 
Arthur’s order prohibiting a general 
strike in Japan in February has had 
the effect of eliminating all major 
strikes. Some labor leaders inter- 
preted the order as a regulation out- 
lawing walkouts. Only minor work 
stoppages have occurred since then, 
although relations between the Jap- 
anese Government and labor have not 
improved. 
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There is a prospect of showing the 
U.S. flag in the Red Sea, the Indian 
Ocean and even the Persian Gulf. 
Routine exchange of naval vessels be- 
tween the Asiatic and Atlantic fleets 
can be made as readily via Suez as by 
the Panama Canal. 
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Australian obstructionist tactics 
against American plans for trustee- 
shins in the Pacific were ascribed to 
Minister of External Affairs Evatt’s 
long-established technique of taking 
every opportunity to bolster the im- 
portance of the small powers, par- 
ticularly in the Pacific. Evatt’s real 
ob‘ective has been to make a strong 
case for Australia and New Zealand 
in negotiations for the Japanese peace 
treaty. 
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Generalissimo Chiang Kai-shek’s 
Government secretly is transferring 
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Russia Needles Britain 
On Her ‘Cold’ Weather 


legal ownership of China’s news 
agencies, radio stations and other in- 
formation services to the Kuomintang 
Party against the day when Govern- 
ment and Party are not identical. It 
will give the Kuomintang a monopoly 
on information, plus a big revenue 
from advertising. 
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Political supporters of President 
Grau San Martin of Cuba are study- 
ing ways and means by which they 
might circumvent the Cuban con- 
stitutional provision prohibiting the 
re-election of a President. They'd like 
Grau to find a legal way to succeed 
himself. 
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Recent United States naval opera- 
tions in the Antarctic were designed 
primarily for training in polar war- 
fare. Weather is the same as in the 


Arctic and political considerations are 


less complicated. 
© 0 O 


Political circles in Argentina are 
charging Ambassador to Washington 
Oscar Ivanissevich with a “blunder” 
for inviting an American labor delega- 
tion to Buenos Aires, because of the 
delegation’s unfavorable report on 
Argentine labor. Ivanissevich was 
never eager to have the job and now 
may not remain. General Carlos von 
der Becke, former Chief of Staff, may 
succeed him. 
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Russia is increasing the tempo of a 
propaganda campaign against Great 
Britain. Russian bulletins blame 
Britain’s industrial crisis on Foreign 
Minister Ernest Bevin’s international 


British Step Up Plans 
To Modernize Mines 


policy, rather than on the weather. To 
prove their point, the Russians have 
been broadcasting Moscow’s own se- 
vere temperatures, emphasizing that 
people go about their jobs regardless 
of snow, ice and bad weather. 
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As a result of the winter’s fuel crisis, 
the British have stepped up plans to 
modernize their nationalized coal 
mines. Instead of $200,000 worth of 
coal mining machinery, the British 
will buy four or five times that much 
machinery and equipment. 


o 0 9 


American tourists in Cuba are dis- 
covering that, while they may bring 
out all the Cuban rum they desire 
(one gallon is admitted free of duty 
into the United States), they cannot 
export Scotch or other imported 
liquors. The regulation conserves im- 
ported liquor for Cubans and helps 
the sale of rum. 
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The U.S. War Department has 
completed a draft of a proposed peace 
treaty for Japan. 


o 0 90 


The value of the German mark is 
being fixed separately for each export 
deal at rates ranging from 24 to 80 
U.S. cents, while the military ex- 
change rate remains at 10 cents. Just 
to make it complicated, credits to be 
given by the Reconstruction Finance 
Corporation are based on an exchange 
rate of 40 cents. 
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Koreans in the U.S. zone want to 
establish a domestic air line in South- 
ern Korea and have received encour- 
agement from occupation authorities. 
Washington has been asked for per- 
mission to go ahead with the project. 
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lf you are a railroad man, concerned with the business of securing freight 
traffic for your road, your company’s advertisement should be on this page... 


Because the people who read WORLD REPORT each week—over 100,000 of them—are 
aware of the all-important role played by the railroads of America in solving the big-tonnage 
problems of supply on which an entire world is dependent. They’re sold on the railroads 
themselves and have the authority within their companies to specify the routing of freight. 


They are a concentrated audience for your railroad’s story! 


WORLD REPORT 


The only magazine of it’s kind—reporting, interpret- 
ing and forecasting the news of international affairs. 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20, N.Y 





EXPERIENCE 
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More people are smoking CAMELS today than ever before in history: 


Yes, experience during the war 
shortage taught millions the 
differences in cigarette quality! 


4 


OUR 'T-ZONE 
@ Mrs. Dorothy Newstead speaking: wit reWt you.. 
“During the war shortage. [ smoked T for Taste... 
many different brands. That's when I T for Throat... 
found Camels suit my “T-Zone ered Thats your proving gr sund for any 
You and millions of other smokers, i cigarette. See ¢ Camels don't 
Mrs. Newstead. i Se. suit your ‘T-Zone to aT 


Result: Today more pe ople are smok- 
ing Camels than ever before. But. no 
matter how great the demand. this vou 


Remember? Y ou stood in line can he sure of: 


to get cigarettes...took what- 

ever you could get. That's Camel quality is not to be tam- 

when millions learned pered with. Only choice tobac- 

Camels suited them best. cos, properly aged, and blended 
in the time-honored Camel way, 
are used in Camels. 


According to a recent Nationwide SUIVGY: 


| @® Three nationally known 
| ORE OCTORS independent research or- 


ganizations asked 113.597 
doctors — in every branch 
SMOKE AMEI &, of medicine — to name the 


Cigarette they smoked. 
than any other cigarette 


More doctors named Camel 
than any other brand. 
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KR. J. Reynolds Tobacco Co., Winston-saiem, 











